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PREFACE. 


nPHIS  is  a  work  of  observation  and  experience,  not 
of  scholarship.  It  would  be  unjustifiable  in  a 
writer  who  has  no  claim  on  public  sympathy  to  ob- 
trude biographical  details  in  a  preface  ;  but  I  must  say 
so  much  as  to  explain  the  nature  of  my  enterprise, 
and  especially  the  faults  that  may  be  found  in  the 
execution  of  it 

My  other  avocations  have  not  permitted  me  to  do 
more  than  acquaint  myself  with  the  leading  writers  on 
political  economy,  and  these  only  of  the  English  school. 
Of  what  has  been  done  subsequently  to  John  Stuart 
Mill,  I  know  very  little.  I  have  no  doubt,  therefore, 
that  my  book  will  stand  condemned  on  prima  facie 
grounds  by  those  who  regard  a  wide  acquaintance  with 
the  literature  of  a  subject  as  an  indispensable  qualifica- 
tion for  treating  of  it  publicly.  Sir  William  Hamilton 
has  remarked  that  England  is  the  only  country  in 
which  people  permit  themselves  to  write  on  such  sub- 
jects as  logic  or  philosophy  without  knowing  what  had 
been  done  before  them.  My  faith  in  the  strict  histori- 
cal accuracy  of  Sir  William  Hamilton's  observation  is 
small ;  but  since  it  was  made,  the  estimation  of  scholar- 
ship among  scholars  has  been  increasing,  and  not 
diminishing.     While   I   anticipate,  however,  the  con- 
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demnation   of  the   rigid  exactors  of  immaculate  and 
exhaustive  scholarship,  a  somewhat  formidable  body 
among  modem  critics,  I  do  not  regard  it  as  absolutely 
fatal.     For  an  instance  of  a  writer  who,  without  a  wide 
acquaintance  with  the  literature  of   his  subject,  has 
influenced  the  opinions  of  scholars,  I    need   not  go 
further  than  Thomas  Reid,  whose  works  have  been 
thought  worthy  of  comment  by  Sir  William  Hamilton. 
I  have  the  same  justification  for  writing  as  Reid.      I 
find  men  who  are  received  as  authorities  maintaining 
theories  which   I  do  not  believe  to  be  well  founded, 
and  as  these  theories  are  commonly  received  up  to  this 
day,  I  have  no  reason  to  suppose  that  anything  effec- 
tual has  been  done  to  refute  them.     This  is,  moreover, 
a  work  of  fundamental  principle,  and  when  one  has 
rejected  the  first  principles  of  a  school,  it  does  not  seem 
to  be  very  profitable  to  go  laboriously  into  the  details 
of  their  possible  applications.     In  this  way  one  might 
spend  a  lifetime  in  studying  the  combinations  of  which 
the  principles  of  any  one  school,  whether  true  or  false, 
either  in  philosophy  or  in  science,  are  capable.     I  have 
not  found  my  study  of  political  economy  attractive, 
and  part  of  my  object  is  to  ^ow  that  a  good  deal  that 
is  written  under  that  name  is  not  desirable  scholarship ; 
I  have,  therefore,  had  no  temptation  to  extend  my  own 
acquaintance  with  it  further  than  my  purpose  required  ; 
and  even  if  my  opportunities  had  been  more  abundant, 
I    should  scarcely  have  considered  a  reputation  for 
scholarship  a  sufficient  inducement  to  do  so. 

My  first  acquaintance  with  political  economy  was 
made,  as  I  daresay  that  of  most  people  is,  through  the 
medium  of  periodical  literature,  and  especially  of  the 
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daily  press.  As  it  seemed  to  me  that  some  of  the 
doctrines  most  relied  on  by  the  popular  teachers  were 
in  contradiction  of  experience,  1  betook  myself  to  the 
recognised  authorities,  to  ascertain  on  what  grounds 
these  doctrines  were  defended.  In  doing  so  I  dis- 
covered a  method  of  investigation  and  of  construc- 
tion of  dog^a  to  which  I  entertained  the  strongest 
objections.  At  a  later  period  - 1  discovered  that  I 
belonged  to  a  school  in  economy ;  and  that  on  many 
points  on  which  I  had  thought  my  conclusions  original, 
they  had  been  anticipated  by  others. 

The  school  of  Adam  Smith  appears  to  me  to  have 
divided  into  two  sections,  of  which  the  dominant 
one  is  represented  by  Ricardo  and  John  Stuart  Mill, 
the  other  by  Malthus  and  Dr.  Chalmers.  Without 
meaning  the  distinctiolT  to  apply  to  every  detail  in  the 
teaching  of  either,  the  characteristic  distinction  that  I 
find  in  these  schools  is  that  the  school  of  Ricardo  is 
the  school  of  logic  ;  the  school  of  Malthus  the  school 
of  observation  and  fact.  It  is  to  the  latter  of  these 
schools  that  I  profess  to  adhere. 

It  is  difficult  for  any  one  to  say  how  much  he 
may  be  indirectly  indebted  to  another  writer;  but 
I  believe  that  I  owe  least  directly  to  the  writer 
with  whom  I  am  most  in  agreement.  Dr.  Chalmers. 
My  scheme  was  complete  in  all  its  details  before  I 
knew  much  more  of  Chalmers  as  an  economist  than 
that  he  was  a  zealous  Malthusian,  and  that  he  believed 
in  the  possibility  of  a  general  over-production  of  com- 
modities.*    The  fundamental  principles  of  economy, 

*  As  a  general  statement,  I  am  aware  of  one  exception  to  this  ;  but  it 
refers  to  a  doctrine  on  which  I  differ  from  Chahners. 
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when  not  obscured  by  the  spirit  of  system,  are  for  the 
most  part  so  obvious  that  many  independent  observers 
of  the  facts  cannot  help  drawing  them  for  themselves  ; 
yet  notwithstanding  this  reasonable  expectation  of 
agreement,  I  have  repeatedly  been  startled,  not  only  at 
the  agreement  in  principle,  but  at  the  parallelism  in 
the  lines  of  argument  that  I  had  adopted  to  those  of 
Chalmers.  This  is  less  obvious  in  my  present  text 
than  in  what  I  had  written  before  I  was  acquainted 
with  Chalmers'  work ;  as,  though  I  have  preserved  the 
outline  of  my  argument  entire,  I  have  suppressed 
many  details  of  proof  on  points  which  I  believe  to  have 
been  satisfactorily  established  by  him.  I  think  it 
necessary  to  note  here  this  general  agreement,  because 
in  the  text  I  have  rarely  paused  in  the  exposition  of 
doctrine  to  point  out  my  agreement  with  other  writers  ; 
while  I  have  always  been  careful  to  note  differences, 
and  as  I  have  found  in  Dr.  Chalmers'  plan  certain 
defects  and  inconsistencies  which  appear  to  me  to  have 
robbed  it  of  its  due  weight,  I  have  had  frequent  occa- 
sion in  his  case  for  doing  so.  The  method  I  have  in- 
dicated, moreover,  has  necessarily  the  effect'  of  giving 
to  my  treatment  of  the  subject  an  air  of  perpetual  strife, 
which  will  be  justified  only  by  the  soundness  of  the 
exceptions  taken. 

This  book  is  divided  into  two  parts,  the  first 
theoretical ;  the  second  practical.  These  are  recipro- 
cally related  as  cause  and  effect.  The  practical  part 
is  the  result  of  the  theoretical ;  on  the  other  hand, 
the  theoretical  part  is  the  result  of  the  desire  to 
find  a  solution  for  the  difficulties  dealt  with  in  the 
practical   part.     The   solution  of  practical  difficulties, 
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or  in  other  words,  that  political  economy  is  an  oper- 
ative,  and  not  merely  an  historical  science,  is  my 
fundamental  position  as  an  economist. 

The  extreme  simplicity  of  the  conclusions  arrived 
at  in  this  work  will  no  doubt  disappoint  many,  as 
it  has  often  occasioned  doubt  and  discouragement  to 
myself.  Can  it  be  necessary,  I  have  often  asked 
myself,  laboriously  to  demonstrate  such  truisms  as 
for  the  most  part  I  have  been  dealing  with  ?  It 
is  'only  the  perpetual  recurrence  of  the  observation 
that  these  truisms  are  denied  in  theory  and  set 
aside  in  practice,  that  has  emboldened  me  to  proceed 
with  my  task.  On  the  other  hand,  I  apprehend 
that  the  leading  theoretical  conclusion  which  I 
announce  in  the  second  part  as  the  ground  work 
of  my  practical  conclusions,  will  appear  to  the 
sceptically  disposed  an  exceedingly  slender  one  for  the 
weight  I  hang  on  it.  To  detect  a  single  fault  in 
the  working  of  a  vast  and  complicated  mechanism, 
such  as  the  organization  of  industry,  and  to  attribute 
to  it  disorders  so  wide-spread,  and  seemingly  so 
deeply  rooted  in  the  nature  of  the  organism,  may 
seem  a  rash,  if  not  a  desperate  venture.  If,  how- 
ever, I  have  shown  anything  like  adequate  reasons 
for  my  conclusion,  there  is  only  one  thing,  failing 
the  refutation  of  these  reasons,  that  can  test  it 
further;  and  that  is  experience. 

There  is,  however,  a  further  difficulty  to  be  over- 
come than  the  theoretical  one.  Of  course,  without 
full  confidence  in  the  soundness  of-  my  theory,  I 
should  not  have  propounded  it ;  but  assuming  the 
theory    to    be    correct,   there    remains  the    practical 
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difficulty  of  Its  application.  The  policy  I  recom- 
mend to  the  working-classes  is  a  policy  of  absten- 
sion  and  self-denial.  The  question  is  whether  the 
amount  of  these  virtues  required  to  sustain  it,  is  a 
practicably  attainable  amount  or  not  An  economical 
difficulty  may  be  plainly  seen,  and  a  remedy  may 
be  propounded  which  is  obviously  capable  of  removing 
it ;  but  the  remedy  may  impose  a  severer  effort  or 
restraint  on  individuals  than  they  are  willing  to  bear. 
It  is,  therefore,  inoperative.  Such  a  remedy  is  moral, 
not  economical ;  and  the  great  difficulty  of  economy 
is  to  find  remedies  to  properly  economical  difficulties 
that  are  not  of  -this  nature.  An  illustration  of  this 
class  of  remedies  may  be  found  in  relation  to  the 
problem  of  population,  in  the  simple  recommenda- 
tion to  all  men  not  to  marry  prematurely.  Now  I 
believe  that  in  the  recommendation  I  have  made, 
I  have  not  overstepped  the  limit  of  practical  virtue  ; 
that  there  are  inducements  strong  enough  and  general 
enough  to  secure  the  systematic  working  of  the  scheme 
of  industrial  renovation  propounded.  This,  however, 
is  the  point  which  requires  especially  to  be  tested 
by  experience ;  and  assuming  again  the  theoretical 
soundness  of  the  scheme,  and  the  reasonableness  of 
the  demand  it  makes  on  administrative  prudence,  and 
on  individual  concession  to  the  common  good,  it 
depends  upon  this  whether  its  suggestion  shall  be 
a  source  of  practical  benefit  to  society,  or  only  another 
monumental  protest  against  human  folly  and  sel- 
fishness. 

The  recommendation   I   make  for  the  government 
of  trades  unions  contains  nothing  that  is  absolutely 
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new;  nothing  that  has  not  already  been  done  by 
unions.  But  it  demands  of  them  two  things,  which 
certainly  are  not  impracticable  in  themselves,  but 
which  may  seem  somewhat  difficult  of  attainment : 
first,  that  the  tactics  of  the  unions  should  be  deter- 
mined by  economical  principles ;  and  secondly,  that 
all  tactics  which  cannot  be  defended  on  sound  princi- 
ples of  economy  should  be  abandoned.  Without  these 
conditions  no  .union  policy  can  hope  to  be  perma- 
nently successful  or  advantageous.  If,  however,  the 
true  principles  of  action  are  confounded  with  the 
false,  not  only  by  the  unions  themselves,  but.  by 
their  critics  and  censors,  and  if  .this  confusion  is 
confirmed  by  the  prevalence  of  unsound  theoretical 
principles  of  economy,  it  cannot  be  a  superfluous 
task  to  distinguish  the  true  principles  of  action, .  and 
to  demonstrate  the  theoretical  grounds  on  which  they 
rest  This  I  apprehend  to  be  the  state  of  the  case ; 
and  this  is,  accordingly,  the  task  I  have  assigned 
to  myself. 

There  are  many  reasons  why  I  might  claim  for 
this  work  the  indulgence  of  critics ;  but  for  one 
reason  already  mentioned,  that  it  is  to  a  large  extent 
a  work  of  criticism,  it  is  not  likely  to  receive  it.  I 
therefore  neither  ask  nor  expect  mercy.  As  I  have 
ventured  to  differ  from  authorities,  I  have  no  doubt 
they  will  find  defenders  ;  and  that,  whether  my  objec- 
tions to  received  opinions  are  sound  or  not,  there  will 
be  no  lack  of  tu  quoque  arguments  to  urge  against 
them.  There  is  one  hint,  however,  that  I  may 
give  to  critics,  that  while  I  shall  respect  all  real 
criticism,  which  tends  to  elucidate  the  subject,  I  do 
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not  Stand  much  in  awe  of  the  criticism  that  repre- 
sents merely  the  vis  intertiae  of  established  opinion. 
As,  after  the  best  thought  I  have  been  able 
to  give  the  subject,  I  have  deemed  my  view  of  it 
worthy  of  being  given  to  the  public,  so  also  I  have 
spared  no  pains,  under  difficulties  that  I  need  not 
name,  to  do  justice  to  it  as  far  as  my  abilities  and 
resources  have  enabled  me.  I  feel,  therefore,  that  I 
have  done  my  part ;  and  my  experiepce  of  life  has 
been  long  enough  and  hard  enough  to  make  me 
tolerably  indifferent  to  anything  that  critics  can  say 
of  me.  I  look  on  the  publication  of  my  views  as 
the  riddance  of  a  responsibility ;  and,  except  in  a 
pecuniary  point  of  view,  I  have  no  more  interest  in 
the  approbation  of  the  opinions  expressed  in  this  book 
than  any  other  person  who  may  happen  to  hold  the 
same  opinions. 

To  one  who  looks  merely  at  the  table  of  contents,  it 
will  probably  be  difficult  to  discover  the  plan  or  order 
of  arrangement  of  the  theoretical  portion  of  this  work. 
This  apparent  want  of  method  is  easily  explained,  and 
will  not,  it  is  hoped,  be  found  in  the  text  itself.  My 
object  being  to  deal  with  consumption  as  not  merely 
the  end  of  economy,  but  as  one  of  the  subjects  of 
investigation  and  generalization  comprehended  in  it,  I 
have  discussed  only  those  doctrines  of  the  science 
that  appear  to  me  to  be  directly  affected  by  this 
enlarged  view  of  the  subject,  in  as  far  as  with  my 
means  of  observation,  and  in  a  transitional  state  of 
industry,  I  have  been  enabled  to  take  it.  The  plan  of 
the  work  is  more  fully  explained  in  the  Introduction. 
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BOOK    I.— INTRODUCTORY. 


CHAPTER   I. 

ON  THE  INVESTIGATION  OF  THE  GENERAL  LAWS  OF  CON- 
SUMPTION AS  AN  INDISPENSABLE  PART  OF  THE 
SCHEME  OF   POLITICAL  ECONOMY. 

*  "  I  ^HE  annual  labour  of  every  nation  is  the  fund  which 
-*■  originally  supplies  it  with  all  the  necessaries  and  con- 
veniences of  life  which  it  annually  consumes,  and  which  consist 
always  either  in  the  immediate  produce  of  that  labour,  or  in 
what  is  purchased  with  that  produce  from  other  nations.* 

'  According,  therefore,  as  this  produce,  or  what  is  purchased 
with  it,  bears  a  greater  or  smaller  proportion  to  the  number 
of  those  who  are  to  consume  it,  the  nation  will  be  better  or 
worse  supplied  with  all  the  necessaries  or  conveniences  for 
which  it  has  occasion.' 

These  two  well-known  propositions  form  the  logical  basis 
of  the  system  of  Economy  developed  in  Adam  Smith's 
great  work,  the  Wealth  of  Nations^  and  they  still  form  the 
ground-work  of  the  most  widely  received  systems  of  the 
present  day.  The  followers  of  Adam  Smith  have,  in  accord- 
ance with  the  course  of  development  natural  in  a  logical 
system,    extended    the    application    of   his    principles    and 
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amended  details  of  his  plan  ;  but  these  emendations  have 
left  the  two  fundamental  propositions  untouched,  nor  has 
any  material  addition  been  made  to  them  in  order  to  form 
a  wider  basis  for  the  enlarged  superstructure  of  modern 
economy.  In  England,  at  least,  where  the  doctrines  of  Politi- 
cal Economy  have  been  most  extensively  studied,  the  whole 
science  may  still  be  said  to  rest  on  the  foundation  provided 
by  Adam  Smith,  and  he  is  therefore  justly  regjarded  as  the 
founder  of  its  most  modern  schools.* 

It  not  unfrequently  happens  in  the  progress  of  human 
opinion  that  a  set  of  logical  propositions,  admirably  adapted 
for  the  refutation  of  errors  prevalent  at  the  time  of  their 
appearance,  but  containing  only  a  partial  statement  of  ele- 
mentary truth  on  the  matter  to  which  they  refer,  becomes 
the  foundation  of  a  new  system,  destined  to  receive  and 
foster  the  germs  of  errors  not  less  pernicious  than  those  it 
has  destroyed.  Such  is  the  fate  to  which,  notwithstanding 
warning  already  given,  the  system  of  economy  founded  by 
Adam  Smith  is  tending,  or  has  already  come.  This  is 
mainly,  I  apprehend,  the  consequence  first  of  an  inherent 
defect  in  the  logical  scheme  of  the  system,  and  secondly,  of 
errors,  which  the  inadvertence  due  to  this  defect  has  per- 
mitted to  be  sown  in  it  by  the  founder  himself,  and  developed 
by  his  followers,  and  to  which  the  course  of  industrial  develop- 
ment since  the  time  of  Smith  has  been  giving  continually 
increasing  importance. 

The  grounds  on  which  I  accuse  the  commonly-received 
doctrines  of  Political  Economy  with  containing  and  fostering 

*  I  refer  to  the  received  doctrines  of  economy.  The  work  of  Malthus  on  Popu- 
lation is  a  contribution  to  economy  intrinsically  more  valuable,  in  my  opinion, 
even  than  the  Wealth  of  Nations^  the  theory  of  Malthus  being  the  true  foundation 
of  the  science.  Nevertheless  the  work  of  Malthus  still  continues  isolated  and 
unapplied.  No  attempt  has  been  made  either  by  Malthus  himself  or  any  one  else, 
that  I  am  aware  of,  to  bring  his  theory  o*  population  into  a  vital  and  practically 
operative  union  with  the  theory  of  wealth  propounded  by  Smith,  nor  I  believe 
will  the  attempt  ever  be  successfully  made  until  the  theory  of  wealth  has  been 
revised.  Malthus  has  supplied  some  hints,  and  Chalmers  some  arguments  directed 
towards  its  revision,  but  by  neither  has  the  work  been  effected,  or  indeed,  deliber- 
ately contemplated. 
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pernicious  errors  will  appear  more  fully  in  the  course  of  this 
discussion.  Here,  however,  some  indications  must  be  given 
of  what  will  be  again  adverted  to. 

The  leading  doctrines  of  Adam  Smith,  those  doctrines 
which  are  embodied  in  what  is  now  commonly  recognized  as 
Free  Trade  principles,  are  in  their  general  outline  widely 
known  and  highly  popular  in  this  country.  Beyond  a 
general  notion  of  the  infallibility  of  these  doctrines,  Political 
Economy  is  confined  to  a  few  experts,  and  is  held  in  general 
aversion  as  one  of  the  driest  and  most  repulsive  of  sciences. 
For  this  general  repugnance  to  a  science  which,  from  its 
practical  importance  ought  to  be  popular,  I  hold  the  common 
method  of  its  treatment  to  be  responsible. 

But  the  popular  aversion  to  Political  Economy  is  blended 
with  suspicion,  and  the  suspicion  is  just.  A  true  science  is 
progressive,  and  a  practical  science  must  progress  with  the 
progress  of  the  facts  with  the  relations  of  which  it  is  con- 
cerned. It  is  its  business  not  only  to  explain  these  relations, 
but  to  control  them.  When  it  ceases  to  be  operative,  it 
ceases  to  be  practical ;  and  when  a  practical  science  has 
become  merely  expository,  it  has  ceased  not  only  to  be 
practical,  but  also  to  be  true. 

But  a  merely  historical  and  dead  science  cannot  without 
injury  occupy  the  place  of  a  living  one  ;  and  this  is  the  posi- 
tion to  which  orthodox  Political  Economy  is  reduced.  In 
the  face  of  industrial  facts,  I  should  rather  say  of  indus- 
trial revolutions  of  the  most  momentous  character,  Political 
Economy  is  dumb,  or  speaks  without  authority  and  without 
effect  There  are  abundance  of  seceders  from  the  orthodox 
pale,  and  these  speak  with  effect  within  their  own  circles, 
but  there  is  no  living  voice  within  the  orthodox  pale  that 
can  command  attention  or  secure  obedience.  The  great 
doctrine  of  the  orthodox  school,  the  supremacy  of  competi- 
tion, is  deliberately  violated  by  those  who,  if  not  its  disciples, 
are  at  least  its  cherished  proteges,  and  its  teachers  vainly 
demonstrate  to  unheeding  ears  the  folly  of  the  violation. 
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The  orthodox  school  of  Political  Economy  has  effected 
one  revolution.  It  stands  impotent  before  another.  The 
new  order  of  facts  it  does  not  know,  and  it  vainly  attempts 
to  meet  them  by  a  language  and  reasoning  drawn  from 
the  narrow  school  of  its  own  experience.  Refusing  to 
admit  new  facts  and  make  new  deductions,  it  is  no  longer 
capable  of  guiding  public  opinion  intelligently,  and  the 
interests  of  industry,  like  a  vessel  under  the  charge  of 
an  unskilful  pilot,  are  left  to  the  mercy  of  every  gale  of 
opinion. 

Some  of  the  leading  errors  resulting  from  the  original 
defect  of  method  to  which  I  attribute  this  state  of  things, 
have  been  ably  and  eloquently  exposed  by  Dr.  Chalmers, 
who,  in  some  of  his  fundamental  doctrines,  has  been  pre- 
ceded by  Malthus.  I  do  not  find,  however,  that  either  of 
these  writers  is  alive  to  the  systematic  defect  which  has  per- 
mitted the  introduction  of  these  errors,  and  for  this  reason, 
perhaps,  as  well  as  because  the  time  was  not  fully  ripe  for 
it,  even  the  later  writer  has  not  been  led  to  the  practical 
conclusions  which  his  principles  properly  involve,  while 
he  has  deduced  from  them  conclusions  which  I  think  they 
do  not  involve.* 

Without  knowing  what  Malthus  and  Chalmers  had  done, 
I  have  been  led,  from  the  observation  of  a  different  series  of 
facts,  and  by  different  though  often  parallel  processes  of 
reasoning,  to  theoretical  conclusions  similar  to,  and  on  many 
points  identical  with  theirs,  and  I  shall  here  give  my  own 
demonstrations  of  the  common  conclusions  for  various  reasons. 
Firsty  These  conclusions  have  not  hitherto  exercised  their  due 
influence  on  the  teachers  of  the  recognised  school  of  economy. 
Secondly,  As  I  purpose  to  give  a  practical  application  to  my 
theoretical  conclusions,  I  should  in  any  case  have  to  make 

*  One  circumstance  would  alone  have  sufficed  to  prevent  Chalmers  from  reach- 
ing  his  right  conclusions ;  he  never  broke  through  the  habit  of  economists  of 
regarding  the  work  of  a  single  labourer,  that  is  a  single  labourer  of  a  given  class 
as  a  fixed  unit,  that  is  of  assuming  that  the  supply  of  labour  is  determined  by  the 
mere  number  of  labourers.     See  note  Part  II.,  Book  III.,  chap.  2. 
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my  readers  acquainted  with  them,  and  to  notice  the  grounds 
on  which  tliey  have  been  rejected  by  more  recent  economists. 
Thirdly^  I  do  not  find  the  whole  of  my  theoretical  basis  in 
the  writers  named,  nor  do  I  agree  with  the  whole  of  their 
conclusions. 

As  it  may  be  a  warning  to  myself  as  well  as  to  my  readers, 
I  may  here  notice  a  circumstance  which  I  think  has  had  a 
good  deal  to  do  with  the  narrowing  of  the  basis  of  economical 
doctrine  of  which  I  complain.  Science  has  often  been  in- 
debted for  abstract  dogmas  to  investigations  having  a  practical 
aim.  The  practical  aim  of  the  Wealth  of  Natimis  was  the 
overthrow  of  a  partial  system  of  economical  doctrine,  or 
rather  of  a  series  of  political  maxims  applied  to  economy, 
called  the  Mercantile  System.  The  work  naturally  assumed 
the  appearance  and  form  of  a  complete  system  of  economical 
doctrine,  and  came  to  be  so  regarded.  It  was  equally  natural 
that  Smith  should  exaggerate  the  importance  of  the  prin- 
ciples which  he  found  most  efficacious  for  his  practical  pur- 
pose, and  should  rest  his  system  too  exclusively  upon  them. 
The  original  error  into  which,  through  his  double  object  he 
thus  suffered  himself  to  fall,  was  all  but  inevitable.  In 
his  case  it  was  more  than  excusable,  but  the  same  apology 
does  not  apply  to  his  followers.  For  the  purposes  for  which 
the  Wealth  of  Nations  was  written,  and  indeed  for  almost 
any  application  of  political  economy  which  was  likely  to  be 
deemed  of  importance  in  his  day,  the  principles  of  Adam 
Smith  were  sufficient.  Since  his  day  questions  have  arisen 
through  the  natural  development  of  industry  which  might 
have  been  anticipated,  indeed,  but  which  did  not  then  exist 
in  a  practical  form,  questions  depending  on  deeper  principles 
in  political  economy,  and  of  more  vital  importance  in  them- 
selves than  any  which  agitated  the  economists  of  that  earlier 
epoch.  In  face  of  these  questions,  as  has  just  been  observed,  * 
the  systems  founded  on  the  dogmas  of  Smith  have  not  only 
failed  to  guide,  but  have  been  falsified  by  the  course  of 
events,  while   their  exponents,  regardless  of  their  widening 
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divergence    from   fact,  have    continued    to  insist    on    their 
infallibility. 

Adam  Smith's  two  propositions  in  point  of  fact  contain  a 
radically  defective,  and  therefore  inaccurate  statement  of  the 
circumstances  necessary  to  be  taken  into  account  in  estimating 
the  material  wealth  or  well-being  of  a  nation  ;  nor  is  the 
absolute  character  of  an  investigation  into  material  wealth  as 
the  subject  of  political  economy  itself  without  exception 
The  proper  aim  of  the  science  is,  as  shall  be  shown,  both 
different  and  higher. 

One  class  of  circumstances  of  primary  importance  is  omitted 
in  Smith's  enumeration  of  the  conditions  of  material  wealth. 
It  is  not  true  that  according  as  the  produce  of  the  annual 
labour  of  a  nation  bears  a  greater  or  smaller  proportion  to 
the  number  of  those  who  are  to  consume  it,  the  nation  will 
be  better  or  worse  supplied  with  all  the  necessaries  or  con- 
veniences for  which  it  has  occasion.  This  proposition  to 
be  true  even  in  the  most  elementary  sense,  ought  to  have 
borne  the  saving  clause  of,  *  other  things  being  equal.*  The 
other  things  are  not  equal,  if  there  is,  as  will  afterwards 
appear,  a  tendency,  in  the  mere  multiplication  of  material 
products,  to  disturb  distribution  and  injuriously  affect  con- 
sumption. There  are,  accordingly,  two  qualifications  to  which 
this  proposition  is  liable,  neither  of  which  is  to  be  assumed 
as  a  matter  of  course,  but  each  of  which  constitutes  a  distinct 
subject  of  investigation  in  Political  Economy,  indispensable  to 
the  due  development  of  its  doctrines.  The  first  qualification 
relates  to  the  distribution  of  wealth.  It  is  possible  to  imagine 
two  nations  whose  annual  wealth  bears  an  equal  proportion 
to  the  number  of  consumers,  but  in  which  the  distribution  of 
the  wealth  is  very  different  These  *  nations  would  not  be 
equally  well  supplied  with  the  necessaries  and  conveniences  of 
life.  The  second  qualification  refers  to  the  rate  of  consump- 
tion. The  wealth  of  two  nations  may  bear  an  equal  proportion 
to  their  numbers,  and  it  may  be  distributed  in  a  similar 
proportion  among  them,  and  yet  their  habits  of  consumption 
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may  be  very  different.  •  The  one  may  be  frugal  and  parsi- 
monious, the  other  profuse  and  improvident,  so  that  the  one 
may  be  well  and  the  other  ill  supplied  with  the  necessaries 
and  conveniences  of  life. 

^  The  distribution  of  wealth  has  commonly  been  treated  along 
with  itsproductionj  but  it  has  been  common  to  relegate 
consumption  to  domestic  economy,  treating  it  as  a  mere 
source  oi  external  data  to  the  general  science,  and  not  as 
a  subject  of  distinct  investigation  and  generalization.  Thus 
viewed,  consumption  may  be  regarded  as  the  end  of  political 
economy  rather  than  a  part  of  it,  though  accumulation  for 
its  own  sake  bids  fair  to  rival  it  in  this  capacity.  Neverthe- 
less>  consumption  has  its  general  laws,  and  these  are  intimately 
associated  with  and  mutually  act  upon  and  are  acted  on  by 

V  the  law^s  of  production  and  distribution.  The  omission  to  give 
it  its  due  place  as  one  of  the  leading  subjects  of  investigation 
of  the  economist,  has  accordingly  been  attended  with  most 
serious  and  unfortunate  results  in  the  development  of  econ- 
omical doctrines,  and  as  it  contributes  to  emasculate  the  data 
of  the  science,  and  to  give  its  discussions  an  air  of  unreality,  it 
is,  I  believe,  the  main  cause  both  of  the  unnatural  aridity  of 
the  science  of  economy  and  of  the  state  of  impotence  into 
which  it  has  fallen. 
^      Domestic  economy  has  not  indeed  altogether  escaped  the 

^  notice  of  economists.  They  give  much  advice  on  it,  partly 
founded  on  economical  and  partly  on  merely  dogmatic  or  moral 
grounds.  But  from  their  neglect  to  generalize  the  results 
of  the  habits  of  expenditure  prevailing  among  the  com- 
munities  or  classes  to  whom  the  doctrines  of  economy  are 
applied,  the  advice  which  they  liberally  administer,  influenced 
by  the  erroneous  doctrines  assumed  by  them,  is  false  in 
principle  and  misleading  in  practice. 

Not  only  have  errors  in  regard  to  consumption  itself 
sprung  from  the  neglect  of  its  general  principles,  but  errors 
have  sprung  from  the  same  source  in  regard  to  the  laws 
of  production  and  distribution.     Evils  which  are  the  result 
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of  conventional  arrangements  and  changeable  habits,  have 
acquired  the  character  of  immutability  from  ignorance  of 
their  causes,  and  any  inquiry  into  the  possibility  of  regulating 
the  processes  of  industry,  with  a  scientific  adaptation  to  their 
true  end,  has  been  precluded. 

Even  if  the  production  and  distribution  of  wealth  could  be 
successfully  investigated  without  regard  to  its  consumption,  it 
would  be  scientifically  wrong,  and  practically  mischievous,  to 
leave  the  last-mentioned  subject  uninvestigated  ;  and  even  if 
all  the  waste  incurred  in  consumption  were  due  to  domestic 
prodigality,  it  would  be  unsound  to  neglect  the  bearing  of 
production  and  distribution  on  consumption.  Much  more 
is  it  necessary  that  the  laws  of  consumption  should  be 
studied,  when  the  agencies  of  production  and  distribution 
are  themselves,  at  every  stage,  the  means  of  consuming  wealth, 
and  are  responsible,  besides  their  own  waste,  for  a  large  part 
of  the  waste  incurred  in  private  expenditure. 

The  condition  in  respect  to  consumption  essential  to  a  right 
estimate  of  a  nation's  resources,  omitted  by  Adam  Smith, 
might  be  supplied  by  the  addition  of  a  clause  to  his  second 
proposition,  making  it  read  thus :  '  According,  therefore,  as 
this  produce,  or  what  is  purchased  with  it  bears  a  greater  or 
smaller  proportion  to  the  number  of  those  who  are  to  consume 
it,  and  to  the  rates  of  consumption  establis/ted  by  t/ie  most  recently 
acquired  habits,  the  nation  will  be  better  or  worse  provided 
with  all  the  necessaries  and  conveniences  for  which  it  has 
occasion.*  In  this  form  it  might  be  held  to  imply,  though 
it  does  not  explicitly  state,  the  consideration  of  a  right 
distribution  of  wealth  ;  but  it  would  still  be  radically  defective 
as  a  representation  of  the  end  of  economy,  in  as  much  as  it 
says  nothing  of  the  cost  of  acquisition,  the  expenditure  of 
labour  by  which  wealth  is  acquired.  It  is  in  this  light  we 
must  view  consumption,  if  we  are  to  form  any  just  or  definite 
conceptions  of  its  economy. 

John  Stuart  Mill,  whom  I  regard  as  the  latest  typical 
representative  of  Adam  Smith's  school,  defines  the  subject- 
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matter  of  Political  Economy  as  the  production  and  distri- 
bution of  wealth.  Considering  the  restricted  sense  in  which 
distribution  is  necessarily  understood  when  viewed  in  relation 
to  production  alone,  this  definition  may  be  regarded  as 
merely  the  equivalent  or  outcome  of  Adam  Smith's 
second  proposition.  Notwithstanding  certain  sentimentalities 
which  belong  to  Mr.  Mill  as  a  moralist,  or  as  a  speculative 
economist,  not  as  an  economist  of  the  orthodox  school,  it 
really  and  practically  goes  no  further.  To  amend  this 
formula  in  harmony  with  the  amended  form  given  above 
to  Smith's  second  proposition,  the  addition  of  another  term 
is  needed,  making  it  run,  'the  production,  distribution,  and 
consumption'  of  wealth;  and  if  we  comprehend  within  the  last 
term  the  consideration  of  the  cost  as  well  as  the  utility  of 
consumption,  the  measure  of  convenience  in  the  price  paid, 
that  is,  in  the  labour  expended,  in  order  to  enjoy  the  con- 
sumption of  material  commodities,  we  may  say,  in  estimating 
the  importance  of  these  various  subjects  of  investigation, 
that  the  last  so  greatly  excels  the  other  two,  as  to  form 
by  way  of  eminence  the  proper  subject  of  economy. 

Of  course,  as  has  already  been  said,  neither  Adam  Smith 
nor  his  followers  have  failed  to  notice  the  effects  of  con- 
sumption on  production  and  distribution  ;  they  have  only 
failed  to  deal  with  them  systematically ;  and  accordingly  a 
fundamental  error  has  been  introduced  by  the  founder  him- 
self in  the  inculcation  of  a  virtue  to  which  he  and  all  his 
followers  attribute  the  highest  consequences,  that  of  parsi- 
mony or  saving.  The  cause  of  this  error  is  simple.  There 
are  many  cases  in  Political  Economy  where  a  series  of  acts 
apparently  similar  do  not  combine  to  produce  a  general 
result  equal  in  amount  or  even  similar  in  kind  to  their 
separate  particular  results  as  immediately  observed  ;  where, 
accordingly,  the  observation  of  these  particular  acts,  and  of 
their  apparent  results,  cannot  be  generalized  so  as  to  form 
a  law;  in  other  words,  where  the  rule  prescribed  by  the 
interest  of  the  individual  is  not  the  rule  prescribed  by  the 
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interest  of  the  community.  Were  it  otherwise,  Political 
Economy  would,  be  a  remarkably  easy  science.  Its  pro- 
fessors would  be  on  every  counting-house  stool,  and  its 
graduates  on  every  piano  stool.  Now  it  is  by  a  simple 
generalization  of  an  individual  experience  that  Adam  Smith 
has  created  a  fundamental  law  of  Political  Economy,  and 
introduced  into  it  a  fundamental  error.  If  an  individual 
wishes  to  grow  rich,  and  especially  to  grow  rich  rapidly,  he 
works  much  and  consumes  little.  Therefore  the  way  for  a 
community  to  grow  rich  is  to  work  much  and  consume  little. 
^  Owing  to  this  fundamental  error,  Adam  Smith  and  his 
followers  have  wholly  failed  to  perceive  the  place  in  the 
economy  of  industry  of  a  due  regulation  of  consumption, 
and  their  supposed  virtue  of  parsimony  is  accordingly 
nothing  more  than  the  minister  of  avarice,  the  sordid  agent 
of  unregulated  gain.  Their  failure  in  this  particular  has 
tended  more  than  anything  else  to  degrade  and  dishonour 
the  science  of  economy.  Instead  of  any  just  principles 
tending  to  establish  a  true  economic  basis  for  consumption, 
we  have  this  solitary  precept  of  the  inculcation  of  a  parsi- 
mony without  adequate  motive,  and  which  is  therefore 
rejected  by  those  who  have  most  need  of  the  guidance  of 
sound  principles  of  expenditure,  while  the  whole  end  of  the 
science  of  economy  seems,  according  to  its  most  approved 
expositors,  to  be  the  piling  up  of  endless  wealth. 

Parsimony,  according  to  Adam  Smith  and  his  followers, 
is  the  cause  of  the  accumulation  of  capital.  '  Parsimony  and 
not  industry  is  the  immediate  cause  of  the  accumulation  of 
capital.' — Smith,  *  A  second  fundamental  theorem  respecting 
capital  relates  to  the  source  from  which  it  is  derived.  It  is 
the  result  of  saving. ' — -/.  5.  Mill. 

The  second  of  these  theorems,  it  will  be  observed,  is  more 
absolute  than  the  first.  Yet  something  had  happened  in  the 
meantime.  It  was  against  the  doctrine  contained  in  the 
first  that  the  vigorous  and  well-directed  attack  of  Dr. 
Chalmers  had  been  urged. 
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It  is  quite  evident,  as  already  said,  that  when  this  theorem 
was  first   enunciated,   Adam    Smith's    attention    had    been 
directed   to    the    manner  in   which   particular   or  individual 
capitals,  that  is  to  say,  the  power  of  purchasing  commodities 
held  by  individuals,  are  most  commonly  acquired.     Such  are 
the  demands  which  the  needs  and  still  more  the  desires  of 
men  make  upon  their  industry,  that  without  a  parsimonious 
restraint  upon  their  wishes,  the  majority  of  them  are  rarely 
in  a  position  to  accumulate  anything.     The  normal  position 
of    men    thus    appears    to  be   that   industry   alone   merely 
ministers  to  consumption,  and  that  in  order  to  accumulation, 
an  additional  agency  is  needed,  which  is  parsimony.     There- 
fore parsimony  is  indispensable  to  accumulation. 

No  a  priori  reasoning  could  be  more  plausible,  and  yet 
it  may  be  considered  strange  that  Adam  Smith  was  led  away 
by  it,  for  it  is  strictly  analogous  to  the  reasoning  on  which 
the  mercantile  system  was  founded.  When  money,  the 
purchasing  power,  is  abundant  in  a  community,  its  .wants 
are  freely  supplied  ;  mercantile  enterprises  are  entered  upon 
with  facility ;  the  ordinary  restraints  to  which  commerce  is 
subjected  appear  to  be  withdrawn,  and  every  thing  promises 
an  indefinite  expansion  of  prosperity.  Hence,  if  the  money 
market  could  always  be  kept  well  supplied,  commerce  might 
bask  in  the  sunshine  of  a  perpetual  spring.  It  was  the 
perception  of  this  truth  that  formerly  made  it  the  great  end 
of  economy,  and  the  policy  of  all  mercantile  nations,  to  retain 
the  purchasing  power.  A  similar  fallacy  lurks  under  the 
notion  we  are  now  considering.  The  term  capital,  not- 
withstanding the  efforts  of  capitalists  to  restrict  it,  is  vari- 
ously used,  and  here  it  signifies  purchasing  power.  This  is 
the  only  thing  which  it  is  commonly  in  the  power  of  in- 
dividuals to  accumulate  as  capital,  apart  from  the  specific 
accumulations  of  trade.  These  will  afterwards  be  more  fully 
considered ;  but  if  we  turn  our  attention  to  them  for  a 
moment  we  shall  find  that  the  case  with  them  is  different. 
They  are   accumulated    not   indirectly    by    parsimony,   but 
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directly  by  labour.  It  is  not  by  abstaining  frcm  eating  corn, 
but  by  growing  more  corn  than  is  required  to  be  eaten,  that 
the  seed  for  next  harvest  is  obtained.  In  like  manner  the 
stock  of  every  manufacturer  is  accumulated  by  making  more 
than  he  is  able  to  sell.  This  disposes  of  the  actual  form  of 
Adam  Smith's  theorem.  Accumulations  are  made  immedi- 
ately by  labour,  and  when  parsimony  has  anything  to  do 
with  them,  it  is  only  as  a  mediate,  secondary,  and  not, 
as  will  subsequently  be  seen,  in  the  proper  sense  of  the 
term  parsimony,  as  a  necessary*  agency.  The  immediate 
accumulations  of  the  purchasing  power,  the  nominal  capital, 
are,  in  the  case  of  the  majority  at  least,  the  result  of  par- 
simony ;  the  immediate  accumulations  of  the  things  pur- 
chasable, the  real  capital,  are  the  result  of  labour. 

John  Stuart  Mill's  more  absolute  proposition  refers  not 
the  accumulation,  that  is  the  continued  existence  of  capital, 
to  saving,  but  capital  itself,  that  is  its  original  existence,  and 
asserts  this  as  one  of  the  fundamental  propositions  respecting 
it.  It  might  be  a  straining  of  terms  to  insist  upon  the  full 
force  of  this  definition,  but  it  evidently  implies  that  the 
intervention  of  saving  in  the  creation  of  capital  is  necessary 
and  universal.  Yet,  in  defending  this  position,  John  Stuart 
Mill  has  much  more  than  Adam  Smith  denaturalized  the 
meaning  of  the  term  saving. 

I  do  not  consider  it  unimportant  to  discuss  the  meaning 
of  terms,  as  the  misuse  of  them  is  in  all  sciences  depending 
to  any  extent  on  abstract  reasoning,  one  of  the  most  fruitful 
sources  of  error.  Political  Economy  is  perhaps  more  exposed 
to  this  danger  than  any  other  abstract  science.  It  shares 
with  others  the  difficulty  of  providing  an  appropriate  and 
consistent  technology,  but  it  has  another  difficulty  peculiarly 
its  own.  While  algebra,  geometry,  logic,  and  even  philo- 
sophy, deal  largely  with  matters  beyond  the  range  of 
ordinary  converse,  and  may  therefore,  to  a  large  extent,  create 
their  own  terms,  Political  Economy  is  exclusively  occupied 
with  the  most  common  and  vulgar  affairs  of  every  day  life, 
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the  affairs  of  the  shop  and  the  market ;  it  is  therefore  not 
at  liberty  to  create  its  terms,  but  is  bound  to  accept  those 
in  ordinary  use,  and  to  maintain  them  in  their  ordinary 
signification.  Only  thus  can  it  preserve  accuracy  in  reason- 
ing on  matters  of  so  great  intricacy,  and  only  thus  can  it 
make  its  reasoning  intelligible  and  useful  to  those  whom 
it  is  designed  to  guide. 

The  language  of  common  life  is  always  accurate  in  the 
main,  but  it  is  not  scientifically  accurate.  It  conveys  real 
distinctions,  and  generally  with  considerable  nicety ;  but  it 
does  not  define  them,  and  mark  out  their  boundaries  and 
divisions.     This  it  is  the  business  of  science  to  do. 

Another  difficulty  not  peculiar  to  economy  has  by  some 
unlucky  chance  proved  peculiarly  fatal  to  economists.  A 
want  of  attention  to  the  elasticity  of  language  is  a  source  of 
error  to  which  scientific  writers  are  always  liable.*  Such  are 
the  nice  ramifications  of  thought  that  no  vocabulary  is 
sufficiently  extensive  to  follow  them.  Hence  the  most 
exact  and  literal  writer  frequently  uses  the  same  word  in  a 
variety  of  senses.  To  tie  down  a  scientific  writer,  when  he 
has  defined  a  term,  never  to  use  it  it  in  any  amplified,  partial, 
cc^^ate,  or  related  sense,  or  otherwise  than  with  the  full  and 
exact  meaning  he  has  assigned  to  it,  would  be  a  bondage  of 
literalism  under  which  the  most  unimaginative  reasoner 
would  succumb.  But  it  is  especially  necessary  that  a  word 
should  be  used  in  the  same  sense  throughout  an  argument, 
and  particularly  desirable  that  a  word  which  has  been 
denaturalized  in  the  premises  should  not  be  naturalized  in 
the  conclusion. 

The  most  frequent  source  of  error  in  economical  defini- 
tionsy  as  we  shall  subsequently  find,  is  the  attempt  to 
restrict  words  to  specific  meanings,  and  exclude  related 
senses  in  which  they  are  commonly  used,  and  in  which 
economists  themselves  unconsciously  use  them.     The  terms 

*  The  excessive  fatality  of  this  error  in  economy  is,  I  believe,  specially  due  to 
Ricarda     This  will  subsequently  be  noticed.    See  Part  L,  Book  IV.,  chap.  I. 
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capital  and  value*  afford  conspicuous  instances  of  this.  The 
opposite  error  is  that  which  has  occurred  in  the  case  of  the 
terms  parsimony  and  saving.  These  words  have  been 
amplified  by  analogy  beyond  their  natural  sense.  The  his- 
tory of  the  error  and  its  result  in  both  cases  are  the  same. 
A  generalization  is  founded  on  a  partial  observation.  Sub- 
sequent examination  discovers  discrepancies  between  the 
logical  subject  and  predicate  of  the  generalization.  The 
term  which  denotes  the  subject  is  then  extended  or  re- 
stricted by  definition  to  meet  the  exigencies  of  the  case, 
and  the  generalization  is  thus  defended.  But  the  expan- 
sion or  contraction  of  meaning  takes  place  in  the  premises 
under  the  strain  of  argument ;  when  the  conclusion  h 
reached  the  pressure  is  over,  and  the  confirmed  generaliza- 
tion is  freely  applied  to  all  or  any  of  the  senses  of  the 
term  by  which  it  is  expressed.  This  is  illustrated  in  John 
Stuart  Mill's  use  of  the  term  saving.  When  insisting  on 
the  validity  of  his  proposition,  that  capital  is  the  result  of 
saving,  he  appears  quite  conscious  of  the  wide  and  unwonted 
latitude  which  he  gives  to  that  term,  while  in  his  applica- 
tion of  the  proposition  he  gives  it  the  strictest  sense  of 
parsimony. 

Some  shades  of  difference  in  meaning  between  saving 
and  parsimony  might  be  distinguished,  but  in  view  of  the 
use  of  the  former  term  by  John  Stuart  Mill,  his  proposition 
must  be  held  identical  in  its  predicate  with  that  of  Adam 
Smith,  while  it  is  more  absolute  in  form. 

Parsimony  or  saving,  in  the  common  and  natural  sense, 
must  always  be  held  to  imply  some  privation  or  restriction. 
It  may  be  recognized  as  a  shade  of  distinction  between 
them,  that  the  one  applies  more  strictly  to  the  subjective 
effort,  the  latter  to  the  objective  result,  but  each  presents 
a  result  due  to  an  effort  of  restraint  and  privation. 

The  kind  of  privation  that  constitutes  parsimony,  and  of 

*  See  definition  of  value  in  Popular  Encyclopaedia,  and  Part  I.,  Book  IV.,  chap. 
II.  of  this  work* 
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which  saving  is  the  result,  is  a  privation  of  consumption. 
It  is  not  parsimony  to  produce.  A  man  may  work  six, 
eight,  or  ten  hours  a  day,  but  there  is  no  parsimony  in 
his  working  the  longest  period  instead  of  the  shortest.  If 
a  man,  however,  works  the  longest  period,  and  consumes 
the. labour  only  of  one  of  the  shorter,  is  not  this  parsimony  ? 
This  depends  upon  another  circumstance,  his  power  or  his 
desire  of  consumption.'  That  man  is  parsimonious,  in  the 
fundamental  sense  of  the  term,  who  r^ulates  his  habits 
by  his  expenditure,  not  he  who  regulates  his  expenditure 
by  his  habits.  But  I  shall  not  here  insist  upon  the  desire, 
but  only  on  the  power  of  consuming.  Let  us  take  an 
early  or  initial  stage  of  industry.  Let  us  suppose  a  limited 
population  and  a  fertile  soil.  Few  material  commodities 
are  desired,  because  there  are  few  material  commodities  pro- 
duced. The  labour  of  the  community  is  capable  of  supplying 
all  its  wants  in  abundance,  and  of  providing  for  reproduction. 
Here  there  is  no  parsimony,  yet  as  much  capital  may  be 
accumulated  as  is  required.  This  may  suffice  to  show  that 
parsimony  is  a  secondary  and  contingent,  not  a  fundamental 
condition  of  accumulation. 

If  we  should  suppose  human  wants  limited  to  real  ne- 
cessities and  conveniences,  population  sufficiently  restricted, 
and  labour  liberally  enough  applied,  this  state  of  things  might 
continue  for  ever.  The  contingencies,  accordingly,  which  call 
for  parsimony,  are  the  growth  of  artificial  wants  and  of  re- 
dundant population,  and  in  proportion  as  these  increase  the 
necessity  for  parsimony  will  increase  with  them. 

When  we  reach,  however,  the  advanced  stage  of  industrial 
organization  in  which  parsimony  plays  a  considerable  part 
in  accumulation,  another  circumstance  demands  attention. 
The  products  of  labour  towards  the  accumulation  of  which 
parsimony  directly  contributes  are  few.  It  is  only  the  more 
rapidly  consumable  commodities,  food,  clothing,  fuel,  etc., 
that  parsimony  can  be  very  effectively  employed  to  save. 
The  quantity  of  gold,  iron,  etc.,  in  existence  at  any  time 
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depends  more  on  the  labour  employed  in  producing  them, 
than  on  any  restriction  of  their  use.  No  one  considers  it 
parsimony  to  keep  out  of  use  instruments  of  reproduction. 
They  are  made  only  to  be  turned  directly  to  account,  and 
the  quantity  of  them  depends  on  the  labour  bestowed  on 
making  them. 

I  am  aware  that  by  a  process  of  reasoning  the  accumula- 
tion of  all  these  forms  of  capital  is  referred  to  parsimony  ; 
but  when  we  come  to  trace  the  true  effects  of  parsimony, 
it  will  be  found  that  this  reasoning  is  singularly  opposed 
to  fact,  these  effects  being  exactly  the  reverse  of  what  is 
attributed  to  them.  As  we  have  only  at  present  to  do 
with  the  use  of  terms,  it  will  suffice  to  take  the  second 
stage  of  industrial  development  as  an  illustration.  We 
shall  suppose  our  primitive  inhabitants  to  have  been  at  first 
content  with  some  temporary  shelter,  but  when  they  have 
got  enough  of  food  and  clothing  they  begin  to  build  houses. 
Do  they  owe  these  houses  to  their  parsimony  in  not  preparing 
and  consuming  more  food  and  clothing?  Or  to  take  the 
latest  stage  of  industrial  advancement,  if  labour  is  applied 
beyond  the  provision  of  bare  necessaries,  food,"  clothing,  and 
fuel,  it  must  be  employed  to  produce  something  which  is  not 
immediately  consumable,  and  the  accumulation  of  such  things 
depends  mainly  on  the  amount  of  labour  bestowed  on  pro- 
ducing them.  Whatever  is  produced  in  these  things  is  a 
continually  accumulating  capital,  which  preserves  itself  in- 
dependently of  any  exercise  of  parsimony,  although  abstinence 
from  use  may  in  some  cases  protract  its  duration.  There  are 
only  two  ways  in  which  the  growth  of  such  forms  of  capital 
can  be  attributed  to  parsimony.  When  we  have  provided 
them,  we  may  be  said  to  save  them  if  we  do  not  wan- 
tonly destroy  them.  It  is  possible  to  build  houses  for  the 
pleasure  of  setting  fire  to  them,  and  then  to  build  others 
to  gratify  our  malice  by  a  similar  exhibition.  In  this  way 
all  our  capital  is  certainly  due  to  saving.  But  there  is  an- 
other way,  which  seems  to  be  that  on  which  John  Stuart 
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Mill's  argument  is  founded.  The  same  labourers  cannot 
produce  two  kinds  of  capital  at  the  same  time.  They  cannot 
at  once  build  houses  and  construct  railways,  and  this  holds 
good  universally.  Every  product  is  the  result  of  abstinence 
from  all  other  kinds  of  production.  A  house  is  not  only  saved 
out  of  food  and  clothing,  but  out  of  railways,  coaches,  and 
whatever  else  can  be  named  or  imagined  as  contributing  to 
human  convenience. 

If  we  now  turn  to  the  more  ordinary  use  of  the  term 
capital,  that  of  purchasing  power,  which  is  really  implied, 
whatever  may  be  intended,  when  it  is  said  that  it  is  accumu- 
lated by  saving,  we  shall  be  able  to  form  a  more  definite 
estimate  of  the  import  of  the  proposition. 

Here  it  will  at  once  be  evident  that  if  parsimony  implies 
effort  or  abstinence,  the  actual  course  of  accumulation  is  very 
little,  or  very  irregularly  influenced  by  it.  As  a  general  rule, 
it  may  be  said  that  the  success  of  the  effort  to  accumulate  by 
means  of  abstinence  is  in  inverse  proportion  to  the  severity  of 
the  effort  Large  accumulations  are  made  with  little  effort, 
or  with  no  effort  at  all,  out  of  large  incomes,  while  with  great 
effort  small  accumulations  are  made  from  small  incomes.  It 
we  regard  parsimony,  then,  as  an  instrument  of  accumulation, 
or  rather  of  the  acquisition  of  command  over  the  accumula- 
tions of  industry,  it  is  evident  that  we  must  regard  it  as  a  very 
partial  instrument  To  explain  the  disproportionate  results, 
there  must  be  another  and  more  potent  condition,  instrument, 
or  agent  of  accumulation.     This  is  earning  power. 

While  it  has  already  been  shown  that  the  great  bulk  of 
the  actual  accumulations  of  commodities  in  every  stage  of 
the  organisation  of  industry  is  due  exclusively  to  labour, 
it  is  clear  that  what  causes,  in  a  highly  organized 
condition  of  industry,  the  great  differences  in  the  acqui- 
sition of  the  control  of  these  accumulations  by  dif- 
ferent individuals^  and  by  different  classes  of  individuals, 
is  not  a  difference  in  the  degree  of  parsimony  exer- 
dsed    by   these  individuals   or   classes  respectively,   but    a 
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diiTerence  in  their  earning  power.  This  is  the  vital  circum- 
stance that  has  escaped  the  analysis  of  our  economists  ;  but 
before  proceeding  to  inquire  what  are  the  elements  of  earning 
power,  we  must  complete  our  examination  of  the  meaning  of 
parsimony. 

A  labourer  earns  twenty  shillings  a  week,  out  of  which  he 
reserves  from  his  expenditure  two  shillings  weekly  ;  a  clergy- 
man earns  £/^oo  a  year,  out  of  which  he  reserves  ;;^ioo ;  a 
merchant,  who  at  the  beginning  of  the  year  had  ;£'iooo,  has 
;6^I200  at  the  end  of  it,  after  spending  ;^40O.  If  we  say  that 
all  these  have  saved  their  respective  accumulations,  we  may 
appear  to  use  only  a  natural  extension  of  the  term.  But  take 
another  case.  A  speculator  makes  j£^iooo  in  a  day  and 
spends  20s.  It  is  clear  that  to  call  this  saving  is  to  use  the 
word  in  an  extreme  sense,  out  of  all  relation  to  parsimony. 

If  we  further  consider  the  case  of  the  merchant,  we  shall 
find  that  there  is  an  essential  difference  between  it  and  that 
of  the  labourer  and  the  clergyman.  A  merchant  or  manu- 
facturer may  make  £1000  in  one  year,  and  add  jf  500  to  his 
capital  without  effort  Another  year  he  may  make  jf 400,  and 
with  considerable  effort  keep  his  capital  from  sinking.  A 
third  year  he  may  make  nothing,  and  allow  his  capital  to  fall 
;£^30O.  It  is  evident  that  in  the  last  year  he  exercises  the 
greatest  parsimony,  and  effects  the  greatest  saving  in  his 
household  expenses. 

The  difference,  looked  at  from  the  side  of  parsimony,  is 
that,  in  the  case  of  the  labourer  and  the  clergyman,  we  have, 
in  an  ascertained  income,  a  fixed  standard  of  expenditure  ;  in 
the  case  of  the  merchant  or  manufacturer,  we  have  none. 
This  difference  is  clearly  recognised  in  the  ordinary  forms  of 
speech.  If,  after  a  series  of  transactions  such  as  we  have 
supposed,  the  clergyman,  the  merchant,  and  the  speculator 
retire,  it  will  be  said  that  the  first  has  saved  a  competency, 
and  that  the  others  have  made  a  fortune.  The  distinction 
expresses  the  essential  feature  in  each  case.  The  standard  of 
expenditure  being  determined,  the  measure  of  accumulation  is 
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parsimony  ;  the  standard  of  expenditure  being  undetermined, 
the  measure  of  accumulation  is  earning  power. 

If  saving,  then,  is  synonymous  with  parsimony,  if  the  idea 
of  retrenchment  forms  an  essential  element  of  its  meaning, 
we  can  only  speak  of  it  in  reference  to  a  standard  of  expendi- 
ture. Where  there  is  a  known  income,  as  in  the  case  of  the 
clergyman,  we  can  measure  saving  by  the  income.  Where 
the  income  is  not  fixed,  we  may  form  a  standard  of  living. 
We  may  say  of  a  merchant  who  spends  less  than  others  in  a 
similar  position  that  he  is  parsimonious,  or  of  one  who  spends 
less  than  he  formerly  did  that  he  has  become  more  saving ; 
but  we  cannot  predicate  that  a  merchant  has  saved  merely 
because  he  has  made  an  addition  to  his  capital. 

That  the  term  saving  is  applied  by  the  economist  with 
reference  to  a  standard,  I  admit ;  but  that  that  standard  is  a 
standard  of  saving,  I  deny.  The  economist  holds  the  mer- 
chant bound  to  replace  his  former  capital,  and  what  he 
does  more  he  holds  to  be  saving.  That  this  requirement  in 
the  case  of  the  individual  merchant  is  absurd,  and  is  not  the 
true  measure  of  his  obligation,  is  apparent ;  but  we  may  permit 
the  economist  to  extend  his  rule,  and  apply  it  generally  to  the 
traders  of  a  community.  I  have  already  shown,  however,  that 
the  real  capital  of  a  community  may  be  extended  by  labour, 
and  consequently  the  aggregate  command  of  capital  among 
the  traders  of  the  community  may  be  similarly  extended, 
without  any  parsimony  at  all.  If  the  economist  should 
insist  that  the  traders  might  trade  away  the  surplus  produc- 
tion beyond  the  community  to  supply  means  for  their  own 
gratification,  I  reply  that  the  capital  of  the  world,  both 
consumable  and  unconsumable,  may  be  simultaneously  ex- 
tended by  labour,  and  the  limits  of  trade  cannot  at  present 
be  pushed  beyond  that 

The  forced  application  of  the  term  saving  to  the  mere 
application  of  capital  to  the  purposes  of  production,  or  other  in- 
dustrial processes,  is  rendered  unnecessary  by  the  circumstance 
that  there  is  an  excellent  word  in  common  mercantile  use 
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.which  signifies  this  and  nothing  more,  and  which,  consequently, 
does  not  prejudice  inquiry  into  the  nature  of  the  act  When 
we  call  the  appropriation  of  capital  investment,  we  can 
inquire  whether  investment  is  saving  or  not.* 

The  use  of  this  unexceptionable  term  gets  rid  at  once  of  a 
paradox  and  mystery  which  confounds  the  entrant  on  the 
academic  soil  of  economical  discussion.  '  All  that  is  saved,' 
says  John  Stuart  Mill,  'is  consumed,  and  just  as  rapidly  as  if 
it  were  not  saved.'  Saving  is  opposed  to  consumption,  and 
where  consumption  begins  saving  ends.  It  is  true  that  what 
is  saved  by  one  may  be  consumed  by  another,  but  then  there 
is  no  saving.  Put  the  paradox  into  right  language,  and  it  is 
not  only  denuded  of  meaning,  but  becomes  what  it  actually 
is,  a  statement  of  nonsense.  *  All  that  is  invested  is  con- 
sumed, and  quite  as  rapidly  as  if  it  were  not  invested.'  What 
the  statement  of  Mill  really  means  to  call  attention  to,  when 
divested  of  the  forced  meaning  of  saving,  is  neither  paradox 
nor  mystery,  and  the  absurdity  of  the  amended  statement 
consists  in  the  retention  of  the  paradoxical  form.  All  that  is 
invested  is  consumed,  or  at  least  is  destined  for  consumption, 
but  that  which  is  not  invested  may  or  may  not  be  destined 
for  consumption.  It  may  still  be  destined  to  be  saved.  It  is 
as  if  we  should  say,  every  animal  that  enters  the  slaughter- 
house is  destined  to  be  killed,  and  that  quite  as  rapidly  as  if 
it  jdid  not  enter  the  slaughter-house. 

/"  There  are  two  kinds  of  consumption,  an  intermediate  con- 
sumption with  a  view  to  reproduction,  and  a  final  consump- 
tion with  a  view  to  the  enjoyment  of  the  commodity  itself. 
When  commodities  are  applied  to  either  of  these  uses,  that 
which  was  provided  for  intermediate  consumption  is  con- 
sumed intermediately,  and  ministers  to  the  production  of  a 
new  commodity,  while  that  which  was  prepared  for  final 
consumption  is  consumed  finally. 

These  are  the  facts  as  far  as  the  mere  consumption  of  com- 
modities is  concerned,  but  there  are  other  circumstances  which 

*  The  term  investment  is  occasionally  use<l  in  this  sense  by  John  Stuart  MiU. 
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relate  to  reproduction,  and  which  are  referred  to  in  the 
mysterious  use  of  the  term  saving  in  Mr.  Mill's  proposition. 

The  distinction  which  has  been  made  between  intermediate 
and  final  consumption  is  not  an  absolute  one.  Some  com- 
modities are  prepared,  not  for  immediate  enjoyment  at  all, 
but  only  for  use  in  productive  processes ;  others,  perhaps,  are 
prepared  solely  for  enjoyment ;  while  others  may  be  used  in 
either  way.  Those  commodities  which  are  prepared  and 
used  for  enjoyment  stand  at  the  end  of  a  cycle  of  production, 
and  therefore  may  be  called  final.  When  they  are  used  they 
have  accomplished  the  object  for  which  they  were  produced, 
namely,  to  maintain  in  life  and  comfort  a  certain  number  of 
people  for  a  certain  time.  But  as  the  bulk  pf  the  commodities 
we  use  is  more  or  less  perishable,  it  is  clear  that  if  we  wish  to 
enjoy  a  succession  of  them,  we  must  go  on  producing,  and 
that  we  must  produce  as  rapidly  as  we  consume.  Now  this 
is  a  process  not  of  saving,  but  of  continuous  labour.  We 
enjoy  commodities  in  exact  proportion  as  we  work  for 
them,  and  when,  instead  of  working  for  direct  enjoyment, 
we  work  for  continued  or  enhanced  production,  we  are 
not  saving,  but  simply  working  for  consumption  by  a  com- 
plex organization. 

That  which  gives  plausibility  to  the  assumption  that  the 
appropriation  of  capital  in  this  way  is  parsimony,  is  the  cir- 
cumstance that  some  of  the  produce  of  industry  may  be 
withheld  in  this  way  from  immediate  consumption.  By 
analc^ical  reasoning  it  is  assumed  that  the  labour  employed 
in  producing  instruments  of  production  might  likewise  have 
been  employed  in  producing  immediate  objects  of  consump- 
tion, and  a  similiar  distinction  is  drawn  between  the  consump- 
tion of  final  commodities  by  those  who  are  engaged  in 
production  and  those  who  are  not,  the  former  being  called 
productive,  the  latter  non-productive  consumption. 

Now  all  these  distinctions,  I  contend,  are  distinctions  of 
labour  and  not  of  parsimony.  The  preparation  of  raw 
material  and   of  intermediate  instruments  of  production  is 
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directly  due  to  labour.  The  fact  that  part  of  this  labour 
might  otherwise  have  been  appropriated  to  direct  production, 
and  so  have  increased  consumption,  is  merely  an  incidental 
circumstance,  and  if  the  production  of  instruments  is  due  to 
such  abstinence,  each  instrument  is  equally  the  result  of 
abstinence  in  producing  others.  That  certain  products  may 
be  used  either  directly  or  indirectly,  that  com  for  example, 
may  be  used  either  as  food  or  seed,  does  not  make  its  use  in 
the  latter  way  parsimony,  if  it  is  actually  provided  for  this 
use.  The  case  of  productive  labourers  is  still  more  clear.  They 
do  not  consume  less  because  they  produce,  but  rather  more  ; 
but  in  either  case  they  would  consume,  and  the  difference  in 
the  result  is  due  to  their  labour  and  not  to  their  parsimony. 
Parsimony  or  saving  relates  exclusively  to  the  rate  of  con- 
sumption, and  has  nothing  to  do  with  the  greater  or  less 
direction  of  the  processes  of  production.  When  anything 
is  retrenched  from  the  final  consumption  of  the  community, 
that  is  parsimony  ;  when  an)^hing  is  spared  in  the  processes 
of  production,  that  is  saving,  but  when  a  new  process  of 
production,  or  a  new  demand,  calls  for  the  creation  of  a  new 
form,  or  increased  amount  of  capital,  that  is  simply  an 
addition  to  labour. 

That  which  the  theory  of  parsimony  as  the  source  of  capital 
serves  to  explain,  but  does  not  truly  explain,  is  the  manner  in 
which  capital  comes  to  be  appropriated  to  production,  or 
invested  in  industrial  pursuits,  and  the  false  explanation 
produces  many  serious  consequences  both  through  the 
erroneous  inferences  to  which  it  directly  leads,  and  through 
the  neglect  of  the  real  facts  which  it  occasions. 

A  clear  notion  of  the  thing  to  be  explained  is  easily- 
conveyed.  Whatever  a  community  consumes,  it  is  needful 
that  it  should  produce  enough,  not  only  for  its  immediate 
consumption,  but  for  the  continuance  of  the  processes  of 
industry  by  which  its  consumption  is  permanently  maintained. 
This  is  evidently  not  a  question  of  the  rate  or  amount  of 
consumption,  but  of  the    proportion    between    labour    and 
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consumption.  In  the  case  of  a  single  family,  or  of  a  small 
oductie:  P*oup  of  labourers,  the  determination  of  the  question  would 
iddec::  be  easy.  The  amount  of  consumption  to  be  provided  for 
,  jy^ .  being  ascertained,  each  would  contribute  his  quota  of  labour 
ggyjj  -  to  provide  for  it.  It  is  evident  that  this  arrangement  would 
^  jj:;  have  nothing  to  do  with  the  rate  of  consumption,  which  might 
be  prodigal  or  parsimonious  according  as  the  facilities  of  pro- 
duction were  great  or  small,  or  as  the  community  chose 
for  tit  ^^  ^^'■'^  much  or  little.  All  these  things  might  vary,  but 
'^^  the  arrangement  as  to  reproduction  must  continue. 
^,  In  a  complicated  organization  of  industry  the  maintenance 

\,  of  the  proportion  between  labour  and  consumption  is  pro- 
vided for  by  a  process  which  seems  like  parsimony,  but 
which  is  in  reality  very  different  This  simulated  parsimony 
is  distinguished  from  true  parsimony  by  being  not  final  but 
instrumental,  and  by  being  instrumental  to  an  end  always 
distinct  from  and  often  opposed  to  that  of  true  parsimony. 
The  end  of  true  parsimony  is  the  restriction  of  consumption, 
the  end  of  instrumental  parsimony  is  always  the  mainte- 
nance, and  generally  the  increase  of  consumption.  When 
consumption  is  diminished,  the  object  of  the  one  is  attained  ; 
when  it  is  not  maintained  or  increased,  the  object  of 
the  other  is  frustrated. 

And  this  instrumental  parsimony  is  not  itself  the  true 
agent  in  the  maintenance  of  production,  the  true  intermediary 
between  labour  and  consumption  ;  it  is  only,  as  implied  in  the 
epithet  by  which  I  have  distinguished  it,  the  passive  instru- 
ment of  that  agent.  The  agent  itself  is  the  love  of  gain,  or 
the  desire  of  increased  consumption. 

It  is  a  question  for  the  philosopher  whether  the  love  of  gain 
is  ever  an  end  to  itself,  or  if  it  is  simply  an  equivalent  for  the 
desire  of  greater  expenditure ;  that  is  to  say,  whether  the  mere 
accumulation  of  objects  of  reputed  value,  as  gold  or  silver,  or 
the  desire  of  procuring  and  enjoying  the  actual  use  of  com- 
modities, is  the  end,  in  extreme  cases,  of  the  passion  for  gain. 
It  is,  however^  universally  admitted  that  if  such  a  passion  for 
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hoarding  as  is  implied  in  the  former  alternative  exists,  it  is 
abnormal  and  rare.  For  the  purposes  of  Political  Economy, 
accordingly,  the  love  of  gain  and  the  desire  of  increased  con- 
sumption may  be  considered  synonymous. 

This  great  regulative  principle  of  industry  will  repay  steady 
attention  at  the  beginning  of  an  economical  discussion.  I  do 
not  know  whether  any  dexterous  strategic  design  or  intui- 
tive desire  to  turn  the  natural  current  of  expenditure, 
should  have  suggested  to  economists  the  substitution  of  the 
passive  instrument  for  the  active  agent  of  accumulation. 
Certain  it  is  that  from  Adam  Smith  to  John  Stuart  Mill, 
economists  have  found  in  the  expenditure  of  certain  classes, 
and  those,  as  will  subsequently  be  seen,  the  classes  by  which 
capital  is  mainly  accumulated,  much  cause  of  dissatisfaction. 
It  has  been  a  constant  theory  with  them,  that  a  more  steady 
and  persistent  application  of  capital  to  industry  would  be 
productive  of  beneficial  effects,  especially  to  those  directly 
engaged  in  industry,  that  is,  to  labourers.  This  view  is  strongly, 
but  not  consistently,  held  by  John  Stuart  Mill. 

We  shall  subsequently  have  before  us  the  grounds  of  this 
opinion,  and  shall  be  able  to  estimate  their  validity  ;  but  what 
a  due  attention  to  the  controlling  agent  would  have  at  once 
made  plain  is  that  the  thing  desired,  whatever  advantages 
may  be  imagined  to  result  from  its  attainment,  is,  on  the 
supposed  basis,  unattainable. 

The  practical  motive  of  investment  is  the  desire  of  an 
increase,  and  that  generally  not  of  a  remote,  but  of  an  early 
increase  of  expenditure.  If  the  capitalist,  accordingly,  should 
invest  to  please  the  economist  this  year,  he  will  spend  to 
shock  the  economist  next  year. 

That  on  which  the  common  systems  of  economy  are 
impliedly  based,  is  the  individual  freedom  of  acquiring  and 
using  or  spending  property  of  all  kinds.  Although  economical 
opinions  become,  in  fact,  subjects  of  political  discussion  and 
grounds  of  difference  and  party  division,  the  systematic 
discussion  of  economical  doctrine  on  any  given  basis  has 
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nothing  to  do  with  politics,  and  ought  rather  to  allay  than 
to  increase  political  strife.  It  affords,  however,  a  useful 
preliminary  to  a  systematic  discussion  to  examine  and 
classify  the  opinions  of  various  schools  of  doctrine,  and  as 
these  schools  are  really  influenced  by  party  politics,  such 
an  examination  must  closely  trench  on,  if  it  does  not  enter, 
political  ground. 

The  basis  of  industrial  organization,  assumed  as  the  natural 
foundation  of  economy,  forms  a  crucial  point  for  the  division 
of  parties,  and  consequently  of  schools.  As  a  matter  of  fact, 
the  actual  results  of  the  development  of  industry  on  its 
existing  basis,  and  in  its  surrounding  circumstances,  have 
not  been  wholly  beneficial,  but  have  contained  a  large 
admixture  of  evil,  and  there  are  few  or  none  who  are 
satisfied  with  them. 

When  we  inquire  into  the  causes  of  these  unsatisfactory 
results,  a  large  diversity  of  opinions  is  discovered.  Some 
blame  the  basis,  others  the  circumstances,  and  of  the  latter 
some  say  that  industry  has  not  received  fair  play  from 
without,  others  that  its  development  has  been  hindered 
by  neglect  of  its  legitimate  conditions  within. 

My  present  object  is  to  notice  the  effect  which  these 
differences  have  had  on  the  purely  theoretical  development 
of  the  doctrines  of  economy ;  but  as  the  object  of  this  work 
is  not  merely  to  discuss  theoretical  doctrines  on  a  given 
basis,  but  to  establish  a  sound  practical  basis  for  a  healthy 
development  of  industry,  I  shall,  as  far  as  possible  at  present, 
indicate  my  opinion  on  the  fundamental  question,  that  the 
reader  may  be  prepared  for  the  point  of  view  from  which 
I  shall  discuss  the  desirableness  or  possibility  of  attaining 
particular  results. 

As  a  matter  of  fact,  the  motive  or  spring  of  industry  is  the 
individual  love  of  gain.  But  industry  is  only  one  of  numerous 
human  concerns,  and  the  love  of  gain,  however  powerful, 
is  only  one  of  numerous  human  passions.  Industry  has 
accordingly  been  much  restricted  in  time  past  by  the  direct 
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encroachment  of  other  passions  on  its  domain.  But  there  has 
been  another  and  very  powerful  cause  of  restriction,  jealousy 
of  the  encroaching  power  of  the  industrial  motive  itself.  It 
has  been  seen  that  when  all  strive  together  for  gain  some 
are  enriched  and  others  impoverished  ;  that  the  rich  neglect 
the  poor,  who  are  cruelly  oppressed  and  often  overborne  in  the 
struggle ;  that  in  the  eagerness  of  the  conflict  honour  and 
fairness  are  frequently  forgotten,  that  violence  and  rapacity 
on  the  one  hand,  treachery  and  greed  on  the  other,  take  the 
place  of  legitimate  means  of  acquisition. 

Accordingly,  the  pursuit  of  gain  from  individual  motives 
has  always  been  hedged  round  by  numerous  restrictions. 
There  are  governments  to  protect  property,  and  laws  to 
enforce  honesty.  These  may  be  considered  as  natural 
boundaries,  and  as  such  they  may  be  defined.  But  there 
are  also  many  laws  to  restrict  the  encroachments  of  individual 
interests,  and  to  protect  otlier  interests  against  them,  even 
when  the  latter  are  overborne  in  equal  conflict  Such  are 
poor  laws,  education  laws,  church  establishments,  public 
patronage  of  art,  literature,  and  science,  and  restrictions  upon 
hours  of  labour.  Finally  there  are  restrictions  placed  by  one 
community  on  the  industry  of  another,  and,  such  is  the 
jealousy  felt  of  individual  interest,  there  are,  within  the 
range  left  free  to  industry  in  each  community,  restrictions  set 
by  one  section,  coterie,  or  guild  of  labourers  upon  others  ; 
there  are  professional  restrictions,  trade  restrictions,  and  re- 
strictions upon  hired  labour.  Individual  interest  is  thus  like 
a  wild  beast  whom  every  one  is  desirous  to  cage. 

Notwithstanding  all  the  restrictions  that  have  been  placed 
on  the  private  pursuit  of  gain,  there  are  still  evils,  which 
no  one  of  any  discernment  can  fail  to  see,  that  may  be  directly 
traced  to  its  excesses.  It  is  fairly  open  to  discussion  whether 
these  evils  are  at  all  preventible  ;  whether  they  are  preventible, 
that  it  is  to  say,  by  the  operation  of  any  general  laws,  or  can  be 
met  otherwise  than  by  the  occasional  resistance  aroused  on 
behalf  of  the  interests  oppressed  by  them.    It  is  equally  open 
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to  discussion  whether  all  the  restrictions  placed  on  the  pur- 
suit of  individual  interest  are  wise,  and  whether  many  of 
them  may  not  even  cause  or  aggravate  evils  attributed  to  the 
pursuit  itself. 

These  are  the  questions  which  divide  economists,  and  a 
simple  classification  will  show  their  main  divisions.  The' 
first  school  I  shall  mention,  though  it  hardly  numbers  among 
its  adherents  any  great  names  or  high  authorities,  though  its 
leaders  must  be  ranked  among  politicians  and  not  among 
philosophers,  is  in  numbers  and  influence  the  foremost  of 
all.  Its  adherents  form  the  bulk  of  the  educated  classes  in 
our  mercantile  centres  of  population,  who  have  any  clear 
notions  or  decided  opinions  upon  the  general  interests  of 
industry  ;  its  views  are  disseminated  by  a  perpetual  stream 
of  literature  through  the  press,  and  many  more  ambitious 
publications  by  local  or  general  authorities,  impress  them 
from  time  to  time  on  those  who  are  most  disposed  to  violate 
or  resist  them.  The  general  doctrines  of  this  school  are  that 
the  interests  of  society  are  best  served  by  leaving  to  industry 
a  wide  field,  entirely  unrestricted,  and  that  the  interest  of 
industry  are  promoted  by  being  left  under  the  sole  control 
of  individual  interest,  which  is  deified  as  the  supreme  power 
of  industry,  under  the  name  of  competition.  The  adherents 
of  this  school,  which  I  have  distinguished  as  the  orthodox  one, 
may  differ  somewhat  as  to  the  boundaries  of  the  field  to  be 
left  free  to  industry.  Some  may  be  disposed  to  concede 
more,  and  others  less,  to  higher  interests,  such  as  education, 
religion,  or  humanity,  but  all  true  adherents  are  extremely 
jealous  of  encroachments  on  industry,  and  desirous  to  restrict 
them  as  much  as  possible.  The  great  distinctive  principle 
of  the  school,  however,  is  the  assertion  of  the  supremacy 
of  competition  within  the  domain  of  industry  itself. 

This  school,  as  I  have  said,  does  not  number  among  its 
strict  adherents  any  great  authorities,  or  any  men  of  much 
depth  of  thought,  who  have  given  serious  consideration  to 
social  subjects.    The  reason  is  obvious.     Such   men  soon 
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discover  that  there  are  many  and  grievous  social  and 
industrial  evils  which  such  arrangements  will  not  cure. 
They  may  not  have  any  better  scheme  to  propose,  but  they 
cannot  be  hearty  and  zealous  advocates  of  a  system  in  which 
they  see  so  much  to  condemn.  But  the  peculiarity  is  this, 
that  while  the  great  authorities  have  not  been  adherents,  or 
only  adherents  on  compulsion,  of  this  system,  the  greatest 
authorities  have  been  its  expositors.  Hence  it  has  happened 
that  there  has  been  an  unconscious  obliquity  in  the  de- 
velopment of  the  doctrines  of  the  orthodox  school.  This 
explains  how,  while  parsimony  is  inculcated  as  an  economic 
virtue,  and  is  indeed  almost  the  only  virtue  constantly  incul- 
cated by  economists,  the  general  observance  of  parsimony 
is  incompatible  with  the  supremacy  of  individual  interest 
implied  in  the  recognition  of  competition  as  the  governing 
principle  of  industry.  This  inconsistency  is  to  be  found 
in  economists  great  and  small  alike,  for  there  are  few  econ- 
omists who  know  that  competition  is  actively  opposed  to  the 
general  exercise  of  parsimony. 

Proceeding  to  the  other  extreme,  we  find  economists  to 
whom  the  results  of  competition  appear  so  objectionable,  that 
they  wish  to  supersede  it  altogether  or  partially  by  withdraw- 
ing or  modifying  the  right  of  free  acquisition,  enjoyment,  and 
disposal  of  individual  property.  Such  are  the  various  schemes 
of  communism,  socialism,  and  enforced  division  of  land. 
Others  again,  proceeding  on  the  basis  of  individual  property, 
wish  to  modify  the  effects  of  individual  competition  by  com- 
binations of  various  kinds,  such  as  the  schemes  of  co-operation, 
which  will  subsequently  be  adverted  to  in  detail. 

I  accept  unreservedly  the  individual  tenure  of  property  as 
the  best  basis  for  social  order  and  industrial  prosperity.  I 
agree  generally  with  the  first  of  the  two  leading  doctrines  of 
the  orthodox  school  previously  noticed,  but  I  am  not  jealous 
of  any  interference  with  industry  on  behalf  of  interests  higher 
than  industrial,  of  science,  education,  and  religion  ;  and  I  deny 
the  supremacy  of  competition  within  the  domain  of  industry 
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itself.  I  object,  on  the  other  hand,  to  all  partial  and  arbitrary 
schemes  for  controlling  competition.  I  regard  as  of  this 
nature  most  kinds  of  legislative  interference  with  trade,  the 
actual  policy  of  trades  unions,  and  the  various  schemes  of  co- 
operation. I  believe  there  is  at  present  in  operation  within 
the  sphere  of  industry  a  principle  of  action  naturally  opposed 
to  competition,  and  capable  of  greatly  extended  operation, 
and  that  the  operation  of  this  principle  may  be  so  directed 
by  a  scientific  deduction  from  experience  of  practical  rules 
of  easy  and  certain  application  as  to  render  it  a  perfect 
counterpoise  to  competition,  and  an  adequate  remedy,  in 
good  measure,  for  all  the  evils  which  the  excesses  of  competi- 
tion are  capable  of  producing.  This  principle  is  that  of  union 
or  combination  already  referred  to. 

I  consider,  accordingly,  that  under  the  influences  of  trades- 
unions,  and  other  schemes  which  the  evils  of  competitive  indus- 
try have  brought  into  existence,  the  organization  of  industry  is 
already  in  a  transition  state.  What  I  propose  to  do  in  these  cir- 
cumstances is  not  to  assume  a  fixed  basis  of  industrial  organiza- 
tion, and  develop  the  general  laws  of  consumption  in  relation 
to  that  basis,  but  I  propose  first  to  examine  the  results  and 
tendencies  of  the  existing  organization  of  industry,  the  basis 
of  which  I  take  to  be  the  general  supremacy  of  competition, 
in  relation  to  the  great  end  of  industry,  the  general 
enjoyment  of  an  adequate  return  for  labour,  and  after- 
wards to  inquire  how  the  same  end  may  be  affected  by  any 
radical  or  general  changes  which  are  being,  or  may  be,  effected 
in  the  industrial  organization.  The  first  of  these  inquiries 
will  be  made  in  the  first,  and  the  second  in  the  .second  part 
of  this  work. 

In  speaking  of  the  results  of  the  existing  system,  I  shall 
be  guided  mainly  by  experience  ;  in  speaking  of  its  tendencies, 
or  future  developments,  I  shall  necessarily  assume  the  com- 
plete control  of  competition. 

From  this  necessary  digression  I  return  to  the  examination 
of  the  fundamental  principle  itself.     As  industry  is  actually 
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organized^  on  the  basis  of  individual  property^  there  is  one 
way  only  in  which  any  individual  can  directly  acquire  the 
means  of  enjoying  anything,  by  earning  it,  or  working  for  it 
Mediately,  the  means  of  enjoyment  may  be  obtained  by  gift 
from  those  who  have  earned  them,  but  this  means  of  enjoy- 
ment, under  a  general  system  of  competition,  is  necessarily, 
except  in  the  case  of  direct  dependants,  as  children  or  help- 
less friends,  of  the  most  rare  and  precarious  kind.  As  a 
general  rule,  then,  every  one  who  receives  from  industry  must 
contribute  to  it.  No  one  consumes  anything  except  as  a  pro- 
ducer, or  the  representative  of  a  producer.  This  fundamental 
principle  corrects  an  error  in  phraseology  which  John  Stuart 
Mill  has  derived  from  the  erroneous  assumption  that  saving 
is  the  source  of  capital.  He  calls  the  remuneration  of  capital 
a  reward  for  abstinence*  There  is  no  reward  for  abstinence. 
The  man  who  hoards  money  in  a  bag,  or  locks  grain  in  a  store, 
abstains  as  completely,  or  rather  abstains  more  completely, 
from  consumption,  than  he  who  sends  his  capital  to  be  con- 
sumed mediately  or  immediately  by  others.  But  he  receives 
no  reward.  It  is  for  co-operation  in  industry,  for  actively 
ministering  to  production,  and  for  this  alone,  that  the 
capitalist  receives  a  reward. 

I  have  already  alluded,  as  the  great  source  of  accumulation, 
to  the  great  diversities  of  earning  power  which  exist  in  a 
complex  organization  of  industry,  and  these  diversities  of 
earning  power  depend  mainly  upon  the  possibility  of  indirect 
co-operation  with,  or  ministration  to,  industrial  operations. 
There  are  very  considerable  diversities  of  direct  earning 
power,  but  these  are  as  nothing  to  the  diversities  produced 
by  indirect  industrial  services,  which,  except  upon  the  basis 
of  individual  property,  would  have  no  existence.  We  might 
conceive  a  common  basis  of  property  with  a  scale  of  remu- 
neration for  all  kinds  of  services,  but  the  moment  we  imagine 
a  remuneration  for  capital,  the  common  basis-  disappears.  It 
is,  then,  upon  the  remuneration  of  capital  that  the  activity 
and  extent  of  accumulation  under  individual  tenure  depends. 
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Without  the  device  of  interested  co-operation,  men  would 
still  accumulate  for  their  own  ends,  but  there  would  be  want- 
ing the  stimulus  of  competition,  and  of  the  self-multiplying 
power  of  usury  to  quicken  their  desire  of  gain. 

But  we  have  now  to  notice  the  circumstance  that  gives  to 
this  indirect  power  of  earning  so  great  importance  as  an 
agent  of  accumulation.  It  is  that  those  who  hold  it  exercise 
the  control  of  industry.  Without  produced  capital  or  natural 
agents  to  expend  his  industry  upon,  a  labourer  is  at  the 
command  of  those  who  possess  them,  and  he  who  has  only 
enough  to  engage  his  own  labour  cannot  control  the  labour  of 
others ;  but  he  who  has  surplus  means  of  production  can 
command  as  many  unprovided  labourers  as  his  means  will 
supply.  Whoever  employs  labourers,  therefore,  must  either 
be  a  capitalist  or  the  representative  of  a  capitalist,  if  we  apply 
that  term  to  both  of  the  classes  above  indicated. 

The  first  great  source  of  accumulation  is  that  which  ulti- 
mately assumes  the  form  of  rent,  the  price  paid,  namely,  for 
the  use  of  natural  agents  to  those  who  have  appropriated 
them.  When  the  proprietor  ceases  immediately  to  co-operate 
with  labourers  as  the  employer  of  their  labour,  he  still  retains 
the  control  of  land,  and  the  ultimate  responsibility  for  bringing 
it  into  cultivation,  and  maintaining  or  improving  its  condition. 
The  reward  of  this  co-operation  is  rent.  Here  we  have  a 
source  of  accumulation  which  goes  on  increasing  without  real 
parsimony.  Rents  increase  with  the  increase  of  labour  be- 
stowed on  agriculture,  and  form  an  increasing  fund  from 
which  investments  of  capital  may  be  made  without  diminu- 
tion of  expenditure. 

From  this  source,  accordingly,  as  well  as  from  the  higher 
earnings  of  the  superior  labourers  to  whom  the  control  of 
industry  is  next  transferred,  springs  capital  in  its  artificial 
form.  The  capitalist,  or  the  representative  of  the  capitalist, 
who  now  takes  the  active  control  of  industry,  has  the  same 
experience  as  the  landlord.  Without  any  additional  effort 
on   his   own   part,  the   means  which   flow  to   him   from   an 
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increasing  industry  enable  him  to  apply  increasing  sums  to 
the  maintenance  of  industry.  In  this  advanced  stage  of 
industry  there  is  an  additional  circumstance  to  remark,  that 
profits,  the  remuneration  of  the  capitalist,  become  increas- 
ingly fluctuating  with  the  increasing  complication  of  the 
organisation  of  industry,  and  that  there  is  a  vital  and  indis- 
soluble connection  between  the  increase  and  diminution  of 
profits  and  the  increase  and  diminution  of  investment  Re- 
curring to  the  illustration  of  this  already  given,  it  is  clear 
that  the  individual  case  is  the  general  one.  Every  producer 
finds  his  profits  high  or  low  according  as  the  demand  for 
the  thing  he  produces  is  great  or  small.  If  there  is  a  great 
demand  and  a  small  supply,  the  profit  is  very  large,  and  the 
amount  he  has  to  dispose  of  for  consumption  or  investment 
is  correspondingly  great.  It  is  obvious  that  when  profits  are 
high  the  motives  for  investment  are  strong.  There  is  thus  at 
one  time,  conjoined  with  perfect  knowledge  of  the  circum- 
stances, the  strongest  motives  and  the  greatest  opportunities 
for  investment  On  the  other  hand,  when  the  supply  of  a 
commodity  is  so  increased  as  to  overtake  and  exceed  the 
demand,  profits  decline,  or  are  altogether  extinguished.  The 
producer,  accordingly,  is  compelled  to  live  on  his  capital  and 
diminish  his  production.  But  this  very  process  meets  the 
emergency.  The  contraction  of  supply  raises  prices,  and 
with  a  diminished  capital  and  a  revived  demand  he  makes  a 
better  profit  The  same  relation  between  profit  and  invest- 
ment obtains  in  every  process  of  industry  whether  direct  or 
indirect  It  operates  as  effectively  in  distribution  as  in  pro- 
duction. The  merchant  who  over-supplies  a  market  must 
wait  till  it  recovers  before  he  can  continue  his  operations. 
When  the  market,  on  the  other  hand,  is  under-supplied,  large 
profits  are  realised  on  imports,  and  the  merchant  exerts  him- 
self with  corresponding  energy  to  meet  its  wants. 

There  is,  as  will  afterwards  be  seen,  no  fixed  rate  and  no 
point  of  repose  with  profits,  but  there  are  in  any  particular 
circumstances    of   industry   normal   and   abnormal   rates   of 
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profit,  and  these  rates  afford  a  clear  thoo^  general  indica- 
tion to  him  who  stands  at  the  helm  of  every  mercantile 
enterprise  of  what  is  his  duty  or  interest  in  respect  to  invest- 
ment It  is  by  these  indications,  accordingly,  and  not  by  the 
mechanical  replacement  of  capital,  that  we  are  to  measure  the 
parsimony  or  profuseness  of  a  merchant  or  manufacturer  in 
providing  capital  for  his  particular  enterprise.  If  we  should 
assume  the  intimations  to  be  exact  in  representing  the  pro- 
spective demand  for  eommodities,  and  to  be  exactly  obeyed, 
there  is  neither  parsimony  nor  profuseness,  but  an  exact  dis- 
tribution of  the  proceeds  of  industry  between  the  necessary 
uses  of  consumption  and  reproduction.  If  we  suppose  the 
indications  of  opportunity  for  investment  to  be  over-met,  there 
IS  parsimony  in  consumption  and  profusion  in  investment ;  if 
we  suppose  them  to  be  under-met,  there  is  profusion  in  con- 
sumption and  parsimony  in  investment.  As  the  indications 
of  prospective  demand  can  never  be  exact,  one  or  other  of 
these  alternatives  must  be  educed,  but  as  each  alternative,  if 
persisted  in,  brings  round  its  opposite,  neither  can  be  per- 
manent We  shall  subsequently  see  towards  which  of  them 
the  balance  inclines. 

We  are  now  in  a  position  to  estimate  the  error  of  the 
economists  who  say  that  capital  is  the  result  of  parsimony, 
and  the  value  of  the  advice  they  tender  in  inculcating  the 
general  observance  of  that  virtue.  We  have  seen  that  there 
is  in  every  industry  a  special  provision,  not  only  for  its  own 
maintenance,  but  for  its'  growth,  as  far  as  it  is  capable  of 
growing ;  and  that  this  provision  does  not  depend  upon  the 
general  parsimony  of  the  community,  nor  upon  the  general 
parsimony  of  those  who  are  engaged  in  the  particular 
industry,  but  on  the  interested  accumulation  of  those  who 
direct  it  We  have  seen  also  that  the  efficiency  of  this 
agency  is  not  in  the  least  impaired  by  the  defalcation  of  any 
individual.  The  failure  of  one  to  accumulate  only  supplies 
additional  motives  and  additional  means  of  accumulation  to 
others.     We  have  seen  also  that  the  balance  is  as  liable  to 
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be  disturbed  by  an  excess  as  by  a  deficiency  of  investment, 
and  that  the  one  extreme  is  as  incapable  of  being  maintained 
as  the  other. 

We  have  also  seen  that  as  the  organization  of  industry 
progressively  becomes  more  complex,  there  is  a  continually 
expanding  reserve  fund  of  revenue  or  capital  being  created  by 
the  indirect  powers  of  earning,  and  this  fund  is  always  open  to 
investment  on  the  inducement  of  adequate  profit  As  the 
landlord  retires  from  the  direct  cultivation  of  his  land,  he 
receives  from  the  farmer,  in  the  shape  of  rent,  a  fund  which  is 
not  immediately  required  for  production,  but  which  is 
capable  of  being  applied  to  it,  and  which  often  is  so  applied, 
especially  in  the  improvement  of  land,  with  the  object  of 
expanding  rents  still  farther.  In  like  manner  the  capitalist, 
when  he  withdraws  from  the  control  of  industry,  receives  his 
profit  in  the  shape  of  interest 

These  funds,  it  is  to  be  observed,  are  strictly  reserve  funds, 
in  respect  to  the  accumulation  of  capital.  The  maintenance 
and  expansion  of  all  existing  industries  is  completely  pro- 
vided for  without  them.  However  many  may  be  the  indirect 
contributors  who  have  to  receive  remuneration  out  of  any 
production,  the  consumer  of  the  product  must  provide  means 
to  pay  them  all,  and  leave  a  profit  to  the  direct  producer ; 
and  it  is  with  the  direct  producer  that  the  variable  profit 
dependent  on  the  success  of  the  industry,  and  which  con- 
ditions the  investments  made  in  it,  remains.  Rent  and 
interest  vary  with  general  causes ;  profit  in  each  production 
varies  with  the  particular  circumstances  of  the  production. 
When,  therefore,  rent  and  interest  are  increased,  there  is  an 
increasing  fund  for  investment  in  new  industries.  Moreover, 
this  fund  must  inevitably  overflow  into  new  industries  if 
there  is  any  demand  for  the  creation  of  new  industries.  For 
let  us  suppose  the  landlord  spends  all  his  rents  on  luxuries 
and  domestic  service.  The  first  of  these  assumptions  implies 
that  luxuries  are  already  produced.  Whatever  these  pro- 
ducts are,  however,  the  landlord's  means  must  pass  through 
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the  hands  of  the  producers  of  them,  contributing  to  swell 
their  profits.  In  like  manner,  the  domestic  servants  will 
spend  their  earnings  on  ordinary  necessaries  and  con- 
veniences, contributing  likewise  to  the  profits  of  the  producers 
of  these  commodities.  Thus  the  existing  industries  will  be 
expanded,  and  new  capital  will  be  formed  from  the  enlarged 
area  of  their  profits.  Now,  if  any  demand  or  want  is  left 
unprovided  for,  whatever  the  range  of  existing  profits  may 
be,  a  higher  profit  will  be  earned  by  him  who  provides  for 
It,  because  he  will  have  the  sole  command  of  the  market,  and 
will  be  able  to  make  his  own  price.  A  similar  reward  will 
be  earned  by  any  one  who  can  discover  or  invent  a  new 
want,  or  create  a  new  demand.  Now,  if  capital,  instead  of  being 
withdrawn  from  the  reserve  fund  of  remuneration  for  indirect 
services  to  industry,  is  withdrawn  from  the  active  capital  of 
industry,  either  the  new  demand  will  supersede  the  old  one, 
as  the  new  supply  supersedes  the  old,  and  the  whole  demand 
for  production  will  be  met,  or  if  the  whole  demand  continues 
unabated,  the  supply  being  diminished,  profit  will  increase, 
and  heavier  contributions  be  levied  from  consumers,  till  the 
capital  of  the  old  industry  is  replaced  and  the  production 
expanded  to  its  old  limit.  Thus  there  can  be  no  arrest  to 
industry  from  the  failure  of  investment  of  capital,  until 
either  the  demand  for  commodities,  whether  old  or  new, 
or  the  supply  of  labourers,  is  exhausted. 

We  have  next  to  notice  the  source  of  the  fund  from  which 
industry  is  thus  unfailingly  supplied.  It  is  not  voluntafy 
parsimony,  but  an  involuntary  contribution  levied  upon  con- 
sumers for  this  very  end.  The  direct  labourer  pays,  as  a 
consumer,  his  share  of  this  tax.  Accordingly,  when  he 
receives  his  wages,  he  receives  what  is  destined  to  one  use 
only,  his  own  consumption.  The  controller  of  industry,  when 
he  receives  his  profit,  receives  a  fund  which  he  knows  is 
destined  to  two  uses,  his  own  consumption,  and  the  adequate 
investment  of  capital  according  to  the  requirements  of 
industry.      He  is  bound  by  the  strongest  motives  of  self- 
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interest  to  attend  as  carefully  to  the  one  of  these  objects  as 
to  the  other.  It  is  accordingly  absurd  to  call  his  fulfilment 
of  this  function  parsimony  in  the  ordinary  sense  of  the  term. 
I  shall,  however,  in  deference  to  the  received  phraseology, 
call  it  a  motived  parsimony.  The  entire  provision  of  capital, 
then,  depends  on  two  kinds  or  degrees  of  this  motived 
parsimony,  to  each  of  which  an  appropriate  fund  is  naturally 
assigned.  There  is  in  the  case  of  each  existing  industry  a 
parsimony  specially  motived  by  the  conditions  of  that 
industry,  which  commands  the  profits  of  the  industry,  and 
there  is  a  parsimony  generally  motived  by  abnormal  profits, 
which  commands  the  whole  surplus  earnings  of  indirect 
service  to  industry. 

The  holders  of  the  general  fund  may,  as  already  said,  be 
divided  into  two  classes,  proprietors  and  capitalists,  in  the 
ordinary  sense  of  the  term.  The  holders  of  agricultural 
property  mostly  employ  their  surplus  capital  in  the  improve- 
ment of  land,  in  providing  permanent  accommodation  for 
their  dependants,  by  whom  its  cultivation  is  controlled  and 
conducted,  and  for  their  slock  and  farming  implements,  and 
in  other  uses  calculated  to  render  their  property  more 
valuable  and  available.  There  is  thus  an  active  function 
attached  to  proprietorship,  the  due  fulfilment  of  which  is 
secured  by  the  interest  of  the  proprietor.  Even  the  agri- 
cultural proprietor,  however,  is  not  beyond  reach  of  the 
inducement  which  high  profits  hold  out  to  him  to  engage  in 
other  branches  of  industry,  of  which  his  capital,  as  it  is  the 
first  source,  is  the  last  reserved  fund.  There  are,  besides,  other 
proprietors,  as  those  who  draw  rent  from  mines,  and  from  the 
limited  but  valuable  areas  in  which  human  societies  are  con- 
gregated in  towns  and  cities,  whose  capital  takes  naturally 
a  direction  towards  other  than  agricultural  industries. 

Capitalists  who  are  not  directly  engaged  in  industry  may 
have  sufficient  means  of  maintenance  to  make  them  inde- 
pendent of  any  increase  of  their  capital,  but  they  are  rarely 
willing  to  diminish  it,  and  almost  as  rarely  indifferent  to  its 
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increase,  even  when  it  is  already  beyond  their  possible  wants- 
as  a  means  of  consumption  or  enjoyment.  This  class,  there- 
fore, may  be  trusted  promptly  to  obey  the  calls  of  profit,  and 
to  extend  production  in  every  direction  in  which  it  is  advan- 
tageous to  extend  it.  The  care  of  capital,  apart  from  the 
direction  of  any  particular  industry,  is  also  an  active  function 
demanding  considerable  thought  and  labour,  and  is  best  per- 
formed by  a  class  whose  attention  is  specially  devoted  to  it. 

The  third  class,  the  immediate  directors  of  industry,  occupy 
a  position  not  less  specially  adapted  to  the  adequate  discharge 
of  their  functions.  Unlike  the  other  two  classes,  they  give  up 
their  time  wholly  or  chiefly  to  industry,  and  their  first  con- 
tribution to  it  is  one  of  direct  service.  Accordingly,  the  first 
part  of  their  remuneration  is  properly  salary,  and  not  profit ; 
that  is,  the  remuneration  of  skilled  service,  not  of  capital. 
This,  at  the  current  value  of  such  service,  is  commonly 
sufficient,  or  nearly  sufficient,  to  secure  them  an  adequate 
maintenance,  while  the  sacrifice  of  their  time  to  industry 
considerably  limits  their  immediate  power  as  consumers,  and 
their  desire  of  accumulation  is  certainly  not  less  than  that  of 
retired  capitalists. 

Every  existing  Industry,  however  small,  has  thus  in  its 
own  profits  a  power  of  expansion  capable  of  overtaking  any 
demand,  however  extensive,  and  any  demand  which  no 
industry  has  been  provided  to  supply  has  the  power,  by 
outbidding  existing  industries  in  profit,  of  creating  a  new 
industry. 

While  the  tax  by  which  industrial  capital  is  thus  sustained 
is,  in  the  first  instance,  levied  indiscriminately  upon  all  con- 
sumers, the  whole  weight  of  it  ultimately  falls  on  the  direct 
remuneration  of  labour,  that  is  to  say,  upon  the  labourers 
who  directly  conduct  all  the  various  processes  of  industry, 
together  with  the  entire  class  whose  remuneration  is  deter- 
mined by  theirs,  that  is,  all  who  derive  their  maintenance 
from  direct  services,  industrial  or  otherwise,  to  society,  and 
not  from   contributing  by  their  means  to  the  industry   or 


40  THE   ECONOMY  OF  CONSUMPTION.  [BOOK  I. 

service  of  others.  This  is  evident,  because  the  whole  burden 
of  providing  what  is  consumed  or  enjoyed  through  direct 
service  rests  upon  them,  while  the  remuneration  they  receive 
for  their  labour  is  just  what  remains  of  the  produce  of  their 
industry,  after  deducting  what  is  consumed  by  other  classes 
and  what  is  required  for  the  maintenance  of  industry.  All, 
therefore,  who  derive  their  remuneration  from  direct  serviced 
to  society  of  any  kind  are  free  from  any  obligation  or  neces- 
sity to  contribute  to  the  capital  of  industry. 

Instead  of  telling  us,  then,  that  capital  is  dependent,  not 
upon  industry,  but  upon  a  general  and  indiscriminate  parsi- 
mony, independent  of  the  organization  of  industry,  and  which 
may  or  may  not  be  exercised  sufficiently  for  its  maintenance, 
economists  ought  to  have  told  us  that  capital  is  the  necessary 
product  of  the  self-sustaining  and  self-expanding  power  of 
industry ;  and  the  general  inculcation  of  parsimony  which 
they  found  upon  their  doctrines  is  superfluous  in  the  case 
of  those  who  are  specially  charged  with  the  function  of 
accumulating  capital,  and  misleading  and  oppressive  in  the 
case  of  those  who  are  not  charged  with  it. 

We  have  thus,  at  the  beginning  of  our  inquiry,  abolished 
the  only  virtue  of  orthodox  economy,  and  if  we  admitted  its 
principles,  our  task  might  end  here.  We  should  only  have 
to  warn  the  economist,  as  he  has  already  warned  others,  to 
abstain  from  interference  with  a  mechanism  so  admfrably 
organised,  and  to  leave  industry  to  develop  itself  according 
to  its  own  laws.  We  might  proceed  farther,  indeed,  with 
the  demonstration  of  the  laws  of  this  self-working  organism, 
but  our  farther  progress  would  only  serve  to  show  more 
completely  in  its  development  the  perfect  character  of  the 
structure  already  seen  in  the  germ.  The  science  of  economy 
would  be  reduced  to  a  purely  demonstrative  science,  which 
might  excite  the  admiration  of  a  student  of  nature,  while 
the  formal  enunciation  of  the  principles  deduced  from  its 
observation,  the  discussion  of  the  laws  of  economy,  might 
safely  be  left  to  the  logician.    All  this  might  be  interesting 
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and  useful,  but  it  would  be  alien  to  the  end  of  the  present 
inquiry,  that  of  giving  to  the  demonstration  of  the  doctrines 
of  economy  a  practical  application  to  the  concerns  of  human 
society.  We  should  only  have  to  rejoice  and  exclaim,  as  we 
found  how  admirably  everything  was  managed,  and  to  echo 
the  sentiments  of  admiration  which  the  sight  of  so  much 
symmetry  has  already  inspired  in  others.* 

All  this  admirable  organization  of  industry,  however,  rests 
upon  the  efficacy  of  one  fundamental  principle  of  self-interest, 
the  love  of  gain ;  and  it  remains  to  be  inquired  how  far  the 
prevalence  of  this  principle  is  adapted,  not  only  to  meet  the 
highest  ends  of  industrial  organization,  but  to  conduce  to  the 
other  interests  of  society.  We  have  seen  that  the  classes  which 
have  the  control  of  industry  are  always  able  to  levy  from 
the  consumer,  and  retain  from  the  direct  labourer,  a  fund 
sufficient  for  the  organization  of  industry,  but  we  have  not 
seen  that  they  are  unable  to  do  more ;  and  we  have  seen 
that  industry  is  capable  of  meeting  every  demand  supported 
by  the  power  of  purchase,  but  we  have  not  seen  that  it  is 
capable  of  doing  so  economically,  or  with  the  smallest  expen- 
diture of  labour  ;  nor  have  we  seen  that  the  effective  demand, 
that  demand  which  is  capable  of  commanding  a  supply  of 
labour,  is  identical  with  the  real  demand,  which  represents 
the  true  wants  of  the  community ;  we  have  not  seen,  in 
short,  that  industry  under  the  sway  of  private  interest  either 
follows  the  right  direction  or  aims  at  the  right  results.  The 
examination  of  the  actual  results  of  the  system  of  compe- 
tition, in  as  far  as  it  prevails,  is  therefore  indispensable  ;  but 
to  prepare  the  way  for  this,  we  must  first  clear  away  some 
further  obstructions  which  have  been  created  by  the  inac- 
curate definitions  and  false  generalizations  of  economists. 

The  economical  fiction  of  the  dependence  of  capital  on 
parsimony,  in  substituting  a  false  explanation  of  the  relations 

*  Dr.  Chalmers  frequently,  though  not  uniformly,  takes  this  view.  The  evils  of 
the  existing  organization  appear  to  strike  him  more  in  a  moral  than  in  an  econo- 
mical point  of  view. 


42  THE  ECONOMY   OF  CONSUMPTION.  [BOOK  I. 

of  capital  and  industry  for  the  true,  has  necessitated  further 
violence  to  the  data  of  economy,  in  order  to  make  them 
appear  to  correspond  with  the  facts  of  experience  ;.  and  after 
all,  as  might  have  been  expected,  the  success  of  the  attempt 
has  been  but  indifferent.  Two  assumptions  in  particular 
naturally  follow  from,  if  indeed  they  have  not  suggested 
this  explanation  :  first,  the  assumption  that  an  indefinite 
accumulation  of  capital  is  a  necessary  result  of  indefinite 
parsimony,  or  that  capital  increases  according  to  the  increase 
of  parsimony  ;  second,  the  assumption  that  such  an  indefinite 
increase  of  capital,  if  practicable,  would  be  productive  of  in- 
definite benefit  to  industry,  or  that  the  prosperity  of  industry 
is  in  proportion  to  the  accumulation  of  capital.  These  assump- 
tions derive  from  the  surface  appearance  of  things  a  mea- 
sure  of  plausibility.  The  endless  forms  in  which  capital 
may  be  accumulated  favour  the  first ;  the  observation  that  a 
prosperous  condition  of  industry  is  usually  attended  by  a 
large  accumulation  of  capital,  the  second.  I  hope  to  show 
that  both  assumptions,  as  well  as  that  on  which  they  are 
based,  the  possibility  of  an  indefinite  accumulation  of  capital; 
are  false.  It  will  already  be  perceived  that  the  latter  assump- 
tion, in  as  far  as  it  is  derived  from  experience,  simply  reverses 
the  order  of  causation  of  the  facts.  I  have  said  that  these 
two  assumptions  may  be  regarded  rather  as  the  source  than 
as  the  result  of  the  false  relation  established  in  the  doctrines 
of  economy  between  labour  and  capital.  I  have  said  so 
because  they  are  derived  from  a  surface  view  of  affairs,  and 
because  they  are  largely  acted  upon  by  those  who  are  ignor-- 
ant  of  economical  doctrines,  so  that  they  form  a  sort. of 
utilitarian  morality  of  industry.  I  do  not  think  that  this 
morality,  though  it  may  have  been  strengthened  by  the 
indirect  influence  of  the  teaching  of  economy,  is  derived 
from  it,  but  rather,  as  I  have  just  hinted,  that  the  latter  is 
founded  upon  it.  That  it  is  a  false  morality,  and  that  the 
evils  resulting  from  competition  are  in  large  measure  due  to 
its  prevalence,  the  whole  evidence,  which  will  be  gradually 
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unfolded  as  we  proceed  with  our  examination  of  the  organi- 
sation of  industry,  will  contribute  to  show. 

Meantime,  I  shall  proceed  to  examine  more  in  detail  the 
theoretical  inferences  to  which  this  superficial  view  of  the 
relations  of  capital  and.  labour  have  led  ;  and  in  John  Stuart 
Mill's  fundamental  propositions  on  capital,  in  a  brief  review 
of  which  I  shall  ask  the  reader  to  follow  me,  we  shall  find  a 
compendious  summary  of  the  fundamental  errors  on  this 
subject  which  it  is  desirable  to  avoid. 


BOOK    I.— CHAPTER    II. 

ON  THE  THEORY  OF  CAPITAL. 

'^  I  ^HERE  is  no  subject  on  which  political  economists  have 
^  been  more  unhappy  than  in  their  attempts  to  define 
capital.  Beau  Brummeirs  failures  in  the  laudable  effort  to 
achieve  a  decently-tied  cravat  are  as  nothing  to  the  abortive  de- 
finitions with  which  the  ground  of  economy  lies  strewn.  Nor 
have  the  masters  of  the  science  been  much  more  fortunate 
than  their  disciples,  for  after  their  most  careful  attempts  to 
settle  the  meaning  of  this  wayward  term,  it  mocks  them 
out  of  their  own  pages  by  assuming  forms  and  appearing  in 
guises  it  was  never  intended  to  wear. 

John  Stuart  Mill,  warned  perhaps  by  the  fate  of  his  pre- 
decessors, repudiates,  in  the  preliminary  remarks  of  his  poli- 
tical economy,  a  *  metaphysical  nicety  of  definition,'  but  in 
this  he  greatly  errs,  for  it  is  impossible  to  conduct  a  scientific 
discussion  without  a  clear  understanding  of  the  terms  em- 
ployed in  it  This  is,  on  various  grounds  already  indicated, 
of  special  importance  in  Political  Economy  ;  first,  because  the 
terms  used  in  Political  Economy  are  terms  in  common  use, 
and  because  a  careful  ascertainment  of  their  meaning  is  a  part, 
and  an  important  part,  of  the  observation  of  facts  on  which 
the  accuracy  of  the  science  depends.  But  besides  the  obser- 
vation of  facts,  the  definition  of  terms  bears  on  the  accuracy 
of  the  science  in  another  respect,  namely,  in  the  establishment 
of  fundamental  principles  ;  and  it  is  here  that  what  Mr.  Mill 
stigmatises  as  *  metaphysical  nicety '  becomes  of  essential  im- 
portance. The  doctrines  of  Political  Economy  rest  u{x>n  a 
double  foundation :   the  principles  or  motives   of  action  of 
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human  nature,  and  the  powers  of  external  nature  by  which 
human  action  is  aided  or  controlled.  If  we  take  a  false  or 
partial  view  of  the  motives  of  human  action,  we  shall  err  in 
our  conclusions  as  much  as  if  we  made  false  observations  on 
external  data,  and  the  '  metaphysical '  principles  of  human 
action  are  involved  in  the  use  of  terms. 

Moreover,  the  right  application  as  well  as  the  sound  deduc- 
tion of  the  principles  of  economy  is  involved  in  the  accurate 
use  of  the  terms  employed  in  it'  In  point  of  fact,  capital  has 
served  political  economists  as  a  sort  of  logical  tertium  quidy 
an  expansive  and  collapsible  premiss  which  fills  up  any  blank 
in  a  proposition  ;  and  for  illustration  of  this  use  of  it  we  do 
not  need  to  go  farther  than  John  Stuart  MilFs  chapter  on  the 
fundamental  propositions.  Is  anything  the  matter  with  in- 
dustry, or  does  anything  hinder  its  development  in  any 
quarter  ?  We  are  at  once  told  that  it  is  the  want  of  capital. 
And  this  expression  of  popular  ignorance  is  the  kind  of 
evidence  adduced  by  Mr.  Mill  in  support  of  the  proposition 
that  industry  is  limited  by  capital.  If  such  is  the  practice  of 
economists,  what  can  we  expect  from  the  common  hearers  of 
their  doctrine  i  When  the  economist  lays  down  certain  pro- 
positions respecting  capital,  demand,  or  saving,  it  is  not  of 
these  in  a  certain  amplified  or  restricted  sense,  but  of  these  in 
all  or  any  of  their  applications,  that  his  propositions  are  com- 
monly understood,  and  if  the  application  of  the  proposition 
requires  either  the  amplification  or  restriction  of  the  term,  that 
qualification  ought  to  be  so  expressed  in  the  proposition  itself 
as  not  to  make  its  terms  calculated  to  mislead. 

The  cause  of  the  difficulty  with  respect  to  the  definition  of 
capital  has  been  already  referred  to.  It  is  the  want  of  atten- 
tion to  the  elasticity  of  language.  The  practice  of  attempting 
to  restrict  or  tie  down  their  terms  to  specific  meanings  has 
long  prevailed  among  economists.  Each  writer  selects  the 
view  of  a  term,  such  as  capital,  which  appears  to  him  most 
important  at  the  time  of  making  his  definition,  and  because 
he  has  defined  his  term  in  this  sense,  he  is  very  liable  to  sup- 
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pose  that  he  uses  it  consistently  with  it,  but  as  he  proceeds 
with  his  discussions  various  new  aspects  of  the  term  present 
themselves,  and  he  insensibly  substitutes  the  one  for  the 
other,  wholly  unconscious  that  in  using  the  same  term  he  is 
speaking  of  different  things. 

It  will  have  been  observed  that  the  term  capital  has  already 
been  used  in  the  preceding  chapter  in  two  distinct  senses,  and 

I  shall  continue  to  use  it  in  these  and  as  many  related  senses 

* 

as  I  may  have  occasion  for.  I  hope  to  do  so  without  con- 
fusion of  premises,  or,  if  I  should  inadvertently  err,  without 
misleading ;  because,  being  aware  of  the  elasticity  of  the  term 
I  shall  endeavour  to  use  it  consistently,  and  because  I  expect 
the  reader,  being  warned  of  this  also,  will  see  that  it  is  so 
used.  The  various  uses  to  which  I  apply  this  and  other  terms 
will  also,  unless  when  specially  qualified,  be  common  uses ;  and 
when  I  find  it  necessary  to  distinguish  between  one  use  of 
a  term  and  another,  I  shall  use  such  qualifying  terms  or 
distinguishing  epithets  as  I  may  deem  suflicient  to  con- 
vey  my  meaning. 

The  fundamental  meaning  of  the  word  capital  I  apprehend 
to  be  something  that  is  used,  or  is  capable  of  being  used,  in 
support  of  industry.  Economists  have  introduced  various 
restrictions  in  the  meaning  of  the  term,  but  this  conception 
lies  at  the  root  of  all  the  common  applications  of  it  From 
this  fundamental  meaning  we  can  easily  see  how  various 
expansions  and  collateral  applications  must  necessarily  spring. 
We  have  first  things  which  directly  minister  to  industry,  and 
in  this  respect  every  industry  has  its  own  specific  capital.  The 
production  of  cotton  goods  requires  a  mill  and  machinery, 
and  a  supply  of  raw  cotton  and  fuel,  as  well  as  food  and 
clothing  for  labourers ;  the  manufacture  of  ships  requires 
wood  and  iron  for  material,  a  building  yard  with  appropriate 
tools  and  machinery,  and  the  food  and  clothing  of  the 
labourers.  There  are  thus  certain  kinds  of  real  or  direct 
material  capital  which  are  common  to  all  industries,  and  some 
which  are  special  to  particular  industries.    Moreover,  while 
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no  two  industries  are  alike  in  all  their  requirements,  there  are 
groups  of  industries  more  or  less  extended  which  are  served 
by  particular  kinds  of  special  capital.  Thus  iron,  wood,  and 
stone  are  so  largely  used,  that  if  one  of  them  did  not  serve  as 
a  substitute  for  another  they  might  almost  be  regarded  as 
general  requisites.  No  single  form  of  capital  can,  however, 
be  regarded  as  absolutely  indispensable.  If  corn  were  to  fail, 
other  products  would  be  used  as  food  ;  if  cotton,  other  fabrics 
would  be  substituted  for  clothing.  Every  form  of  capital,  on 
the  other  hand,  is  indispensable  to  some  specific  production. 
We  cannot  have  iron  ships  without  iron,  or  wooden  huts 
without  wood.  The  kinds  of  direct  capital  which  are  general, 
then,  are  always  expressed  by  general  terms,  as  food,  clothing, 
lodging,  instruments  of  production  ;  those  which  are  special 
by  special  terms,  as  the  names  of  specific  instruments  and 
materials.  Food,  clothing,  and  lodging  are,  however,  in  any 
form  applicable  to  all  industries,  and  wherever  they  exist  may 
be  regarded  as  universal  forms  of  capital. 

An  obvious  extension  of  the  meaning  of  the  term  capital 
results  from  the  exchangeability  of  the  commodities  which 
compose  it.  Commodities  which  are  of  no  direct  use  to  a 
particular  production  may  be  made  serviceable  to  it  by  being 
exchanged  for  others  which  are  directly  serviceable,  and  in 
ordinary  circumstances  almost  any  valuable  commodity  with, 
it  may  be,  a  certain  sacrifice,  may  be  made  immediately  avail- 
able for  any  specific  purpose  of  production.  Thus  the  term 
capital  comes  to  be  extended  to  anything  that  is  capable  of 
ministering  indirectly  to  production.  This  extended  use  of 
the  term  capital  makes  it  co-extensive  with,  and  equivalent 
to,  purchasing  power  ;  and  this  is  the  sense  in  which  the  term 
is  most  frequently  used  both  by  economists  and  in  mercantile 
life.  Credit  may  seem  to  be  synonymous  with  capital  in  this 
sense,  but  is  not  really  so.  The  thing  given  on  credit  is 
really  lent,  not  purchased,  or  it  is  purchased  for  a  future 
material  price.  Credit  may  pass  from  hand  to  hand  without 
the  exchange  of  any  real  commodife«r«  -ift-tlie  form  of  bills, 
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but  whoever  first  gives  a  commodity  of  intrinsic  value  for  such 
a  written  form  of  credit,  first  makes  its  circulation  a  real 
transaction,  and  this  transaction  consists  in  transferring  the 
purchasing  power  of  so  much  real  capital  from  the  receiver  of 
the  promise  to  the  promiser. 

The  application  of  the  term  capital  to  indirect  means  of 
promoting  production  extends  the  meaning  of  the  term  in 
two  directions.  It  includes  within  it  many  things  which  are 
not  capital  naturally.  Manufactured  objects  of  art  and 
luxury,  precious  stones,  and  other  commodities  which  have 
no  direct  power  of  ministering  to  production,  or  only  a  Very 
feeble  one,  within  a  limited  specific  range,  suddenly  acquire 
a  power  of  general  ministration.  At  the  same  time,  all  those 
things  which  have  naturally  only  a  specific  power  of  minis- 
tration acquire  a  general  power,  so  that  the  distinction 
between  specific  and  general  forms  of  capital  seems  to  be 
obliterated.  Both  of  these  extensions  of  the  meaning  of 
capital  are,  however,  to  a  large  extent,  illusory,  and  they 
often  mislead  not  merely  common,  but  scientific  observers. 
We  shall  presently  see  that  John  Stuart  Mill  attempts  to 
reconcile  or  identify  these  two  meanings  of  capital,  and  we 
shall  see  with  what  success.  Meantime,  two  observations 
will  suffice  to  indicate  how  far  their  identity  is  from  being 
complete.  First,  the  indirect  power  of  purchase  does  not 
belong  to  commodities  in  the  ratio  of  their  direct  service  to 
industry.  Commodities,  such  as  gold  and  silver,  which  have 
a  very  limited  special  application  to  industry,  acquire  the 
widest  purchasing  power.  Secondly,  the  purchasing  power 
of  commodities,  whose  sole  value  consists  in  their  adapta- 
tion to  special  industries,  is  exceedingly  precarious.  In  a 
prosperous  condition  of  the  cotton  trade,  it  is  easy  to  sell  a 
cotton-mill,  and  transfer  the  capital  invested  in  it  to  another 
industry,  but  if  trade  is  adverse,  and  many  mills  are  offered 
for  sale,  it  requires  a  very  heavy  sacrifice  to  procure  a  pur- 
chaser for  one  of  them ;  and  if  from  any  cause  the  cotton 
trade  wefe  given  up,  it  would  be  impossible  to  sell  a  single 
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mill,  and,  except  for  the  value  of  their  material,  they  would, 
cease  to  be  capital  altogether. 

A  third  extension  of  the  meaning  of  capital  which  is 
actually  in  use,  but  is  commonly  understood  to  be  meta- 
phorical, has  occasioned  some  dispute  as  to  its  accuracy. 
The  dispute  is  rather  amusing,  because,  while  the  sup- 
posed literal  meaning  of  purchasing  power,  freely  adopted 
by  economists,  is  exceedingly  dangerous  and  misleading, 
the  known  metaphorical  sense,  against  which  some  of  them 
have  striven,,  is  ixpt  at  all  dangerous,  and  is  little  calcul- 
ated to  mislead. 

The  question  is.  Is  capital  limited  to  material  things  ?  In 
its  ordinary  acceptation  I  think  it  is,  but  an  irresistible 
analogy  carries  it  farther.  Industry  is  promoted  by  many 
things  immaterial,  and  which  are  acquired  at  great  material 
expense,  such  as  knowledge  in  general,  and  the  various 
kinds  of  specific  skill  required  in  different  industries.  Are 
these  things  capital  ?  And  if  we  extend  the  term  to  them, 
can  we  deny  it  to  the  labouring  capacity  of  labourers  in 
general  ?^  The  labouring  capacity  of  a  labourer  is  one  thing, 
the  actual  labour  performed  by  him  is  another.  Without  a 
stock  of  labouring  capacity,  no  labourer  can  perform  any 
labour,  and  it  seems  a  natural  analogy  to  call  this  capacity 
the  labourer's  capital.  This  analogy,  I  think,  is  a  just  and 
appropriate  one.  A  capacity  for  some  particular  kind  of 
labour  is  one  of  the  indispensable  pre-requisites  of  industry. 
It  agrees  in  all  essential  particulars  with  the  other  requisites, 
except  in  not  being  material,  and  not  being  in  the  bulk  ex- 
changeable. A  labourer  is  constantly  exchanging  his  work- 
ing capacity  in  particular  quantities  for  other  commodities, 
but  he  cannot  sell  the  whole.  If  we  speak,  however,  of 
labouring  capacity  as  a  capital,  and  if  combine  it  any  way 
with  material  capital,  we  must  be  careful  of  one  thing,  to 
.speak  of  it  as  the  capital  of  the  labourer  only,  otherwise  we 
should  incur  the  risk  of  counting  our  capital  twice.  When 
an  employer  engages  hired  labour,  the  labour  is  not  his  as 
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long  as  he  retains  the  material  capital  with  which  he  intends 
to  pay  it,  and  when  he  has  paid  for  the  labour,  it  is  no  longer 
it,  but  the  material  product  on  which  it  has  been  expended, 
that  he  owns.  The  only  way  in  which  a  part  of  an  employer's 
capital  may  be  said  to  be  invested  in  an  engagement  of  labour 
is  when  he  pays  for  the  labour  in  advance,  or  when,  after 
engaging  labour,  the  value  of  the  labour  rises,  so  that  he 
may  be  said  to  have  earned  a  profit  by  his  engagement 

A  case  which  I  think  shows  convincingly  the  justness  of 
this  analogy  has  been  discussed  by  John  Stuart  Mill.  It 
supplies  the  one  thing  that  is  wanting  to  render  this  meta- 
phorical a  real  capital.  John  Stuart  Mill  asks,  Are  slaves 
wealth  ?  and  he  answers  the  question  in  the  negative,  on 
grounds  which  I  think  misapplied,  because  they  are  moral, 
and  not  economical.  The  question  is  not  whether  a  slave 
ought  to  be,  but  whether  he  is  property ;  not  whether  he  is 
legitimate,  but  whether  he  is  actual  wealth.  Now,  un- 
doubtedly, in  this  sense,  a  slave  is  as  much  property  and  as 
much  capital  to  his  master  as  a  horse  or  a  cow.  The  labour- 
ing capacity  of  the  slave  is  in  a  material  form  separable  from 
its  owner,  the  master,  and  can  be  used  or  exchanged  by  him 
at  his  pleasure.  In  this  respect,  and  in  this  only,  it  differs 
from  the  labouring  capacity  of  the  free  labourer. 

Adam  Smith  has  introduced  a  vicious  distinction  into  the 
definition  of  capital,  in  defining  it  as  that  part  of  a  man's 
stock  which  he  devotes  to  production.  The  distinction  here 
meant  is  not  between  things  *  directly  and  things  indirectly 
applicable  to  a  particular  production,  but  between  things  des- 
tined to  a  particular  use  and  things  destined  to  another  use. 
This  distinction  we  shall  see  is  carried  still  farther  by  John 
Stuart  Mill. 

I  have  already  noticed  the  distinction  between  different  des- 
tinations of  the  products  of  industry,  and  I  consider  it  a  very 
important  one  for  the  elucidation  of  the  doctrines  of  economy  ; 
but  I  think  it  is  an  unusual  and  unsafe  practice  to  distinguish 
things  by  a  particular  name,  not  on  account  of  their  applica- 
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bility,  biit  of  their  application  to  a -particular  use.  This  kind 
of  distinction  is,  I  think,  always  best  conveyed  by  a  par- 
ticular epithet  In  this  case,  moreover,  I  apprehend,  the 
common  use  of  either  term  will  not  bear  out  the  distinction. 
There  is  no  proper  relation  of  generic  and  specific  between 
stock  and  capital,  and  as  actually  used,  the  latter  frequently 
includes  the  former.  When  a  manufacturer  speaks  of  his 
stock,  he  commonly  means  his  unsold  manufactured  goods  ; 
and  in  a  wider  sense,  when  he  takes  stock,  he  includes  his 
plant  and  machinery,  all  that  part  of  his  capital,  in  short, 
which  is  in  his  own  possession  ;  but  he  excludes  that  part, 
often  the  larger,  which  consists  of  the  proceeds  of  goods 
sold  to  others,  and  not  paid  for,  his  invested  funds,  and  all 
that  is  out  of  his  own  possession,  or  that  of  his  own  agents. 
He  includes,  however,  in  stock,  goods  which  he  holds  on 
credit  from  others,  which  form  no  part  of  his  capital.  In 
respect  to  capital,  again,  there  is  an  important  sense  in 
which  a  man  who  engages  in  an  industrial  enterprise  on  his 
own  account  embarks  all  he  has  in  it  as  capital.  He  may 
invest  part  of  his  means  in  domestic  stock  for  his  own  enjoy- 
ment, and  as  his  business  is  more  prosperous,-  this  part  will 
become  more  valuable.  But  all  that  he  has  invested  in 
this  way  tends  to  increase  his  purchasing  power,  and  he 
often  increases  his  industrial  stock  by  more  than  its  whole 
amount  by  borrowing.  Moreover,  as  long  as  he  is  engaged 
in  business,  all  his  private  stock  remains  liable  for  his 
obligations,  so  that  it  strictly  remains  capital  in  the  sense 
of  purchasing  power. 

The  distinction  between  wealth  and  capital,  which,  pre- 
sumably. Smith  here  intended  to  draw,  is,  I  apprehend, 
founded  neither  on  the  actual  nor  on  the  designed  use  of 
commodities  ;  but  on  the  various  possible  uses  to  which  they 
are  inherently  applicable,  and  to  which  thie  user  of  the  term 
means  to  direct  attention.  The  things  which  constitute  wealth 
and  capital  are  the  same  things  throughout,  though  some 
of  the  things,  as  instruments  of  production,  which  directly 
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constitute  capital,  only  indirectly  constitute  wealth  ;  and 
some  of  the  things,  as  pictures  and  musical  instruments, 
which  directly  constitute  wealth,  only  indirectly  constitute 
capital ;  but  when  we  look  at  their  applicability  to  afford 
enjoyment,  we  call  them  wealth  ;  when  we  look  at  their 
applicability  to  promote  production,  we  call  them  capital. 

Another  distinction  has  been  introduced  into  the  defini- 
tion of  capital  which  I  also  think  unsound.     It  is  the  limit- 
ation of  it  to   things   produced  by  human  industry,  or  the 
distinction    drawn   between  capital    and   natural   agents  of 
production.      This    distinction   I   hold   to  be  untenable  in 
either  the  direct  or  indirect  sense  of  the  term.      Natural 
agents  I  regard  not  only  as  the  primary  capital  of  all  labour, 
but  as  permanently  a  part  of  the  specific  capital  of  the  pro- 
duction of  raw  materials  ;  and  it  is  certain  that  the  possession 
of  natural  agents,  limited  in  supply,  confers  a  purchasing 
power,  and  in  this  sense  is  spoken  of  as  capital.      In  deal- 
ing with  the  doctrines  of  economists,  however,  on  produced 
capital,  I  have  used  the  term  as  employed   by  themselves. 
It  is  a  sense  which  I  think  the  word  will  bear,*  though  not 
exclusively,  and  it  is  against  its  exclusive  use  that  I  protest. 
When  I  speak  of  capital  in  the  sense  of  purchasing  power,  I 
understand  natural  agents  to  be  included  in  it,  as  I  believe 
they  are   included,  whether   they  who  so   use    it  mean   it 
or  not.      When  I  speak  of  it  exclusively  in   application  to 
produced  commodities,  a  use  I  shall  have  occasion  for  mostly 
in  discussing  the  views  of  others,  I  believe  the  context  will 
sufficiently  indicate  its  meaning,  but  I  may  occasionally  use 
such  terms  as  produced,  or  artificial  capital,  to  distinguish  it 
from  capital  in  the  wider  sense. 

Mr.  Mill's  fundamental  propositions  respecting  capital  are 
preceded  by  a  chapter  explanatory  of  the  nature  of  capital. 
He  represents  capital  generally  as  consisting  in  an  accumu- 
lated stock  of  the  products  of  previous  labour.     He  explains 

*  As  in  contrasting  produced  capital  with  natural  agents,  thus  we  may  distin- 
guish land  and  the  capital  expended  in  improving  it. 
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the  specific  function  of  capital,  and  extends  the  use  of  the 
term  to  things  possessing  purchasing  power,  but  he  fails  to 
distinguish  this  as  a  new  and  extended  use  of  the  term,  and 
does  not  appear  to  perceive  that  it  includes  within  it  things 
which  are  not  the  products  of  labour,  and  that  its  applica- 
tion to  these  things  themselves  is  radically  changed  by  the 
metaphor  employed.  After  an  enumeration  of  specific  uses 
of  capital,  he  says,  'Whatever  things  are  destined  for 
this  use,  destined  to  supply  productive  labour  with  these 
various  pre-requisites,  is  capital ; '  and  after  an  illustration 
describing  the  distribution  of  the  means  of  a  producer,  he 
asks,  *  What,  then,  is  his  capital  ? '  Precisely  that  part  of  his 
Ix>ssessions,  whatever  it  be,  which  is  to  constitute  his  fund  for 
carrying  on  fresh  production.  It  is  of  no  consequence  that 
a  part,  or  even  the  whole  of  it,  is  in  a  form  which  cannot 
directly  supply  the  wants  of  labourers.'  What  I  have  first 
to  observe  here  is  that  Mr.  Mill  uses  the  word  capital  in 
two  distinct  senses,  without  apparent  consciousness  that  the 
senses  are  different  There  is  first  the  sense  of  real  capital, 
the  actual  pre-requisites  of  a  specific  kind  of  labour,  in  which 
I  maintain  that  natural  agents  are  .rightfully  included. 
The  opposition,  when  we  speak  of  capital  as  applied  to  any 
production,  is  not  between  capital  and  natural  agents,  but 
between  capital  and  labour.  All  useful  discussion  on  this 
subject  implies  that  the  capitalist  brings  all  the  pre-requi- 
sites of  industry,  except  labour  itself  and  the  personal  pre- 
requisites contributed  by  the  labourer.  The  explanation 
of  economists  is  that  the  capitalist  advances  the  price  of  the 
natural  agents,  but  this  explanation  is  both  artificial  and 
inaccurate.  It  is  not  necessary  to  agricultural  produc- 
tion that  the  farmer  should  pay  his  rent  before  he  receives 
his  produce :  the  proprietor  may  be  his  own  farmer,  or  he 
may  trust  the  farmer  with  the  rent,  in  which  case  he  is  the 
capitalist,  his  capital  being  land,  and  the  farmer  his  repre- 
sentative. The  actual  worker  of  a  mill  may  be  the  proprietor 
of  the  ground  on  which  his  mill  stands,  or  he  may  pay  his 
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rent  at  the  end  of  twelve  or  six  months'  production,  in  which 
the  owner  of  the  mill  and  ground  have  a  vested  interest, 
the  one  adventuring  his  natural,  the  other  his  acquired  capi- 
tal in  it.  Capital,  then,  is  the  indirect  contribution  to  industry, 
whether  made  by  the  proprietor,  the  capitalist,  or  the  labourer  ; 
labour  the  direct  contribution,  which,  as  the  complementary 
pre-requisite,  may  be  called  the  labourer's  capital.  There  is, 
secondly,  in  the  passage  I  have  quoted,  besides  the  sense 
of  real  capital,  the  sense  of  purchasing  power  ;  and  whereas 
Mr.  Mill  says,  and  proceeds  -  to  argue,  that  the  distinction 
between  these  senses  is  of  no  consequence,  it  has  already 
been  indicated,  and  will  be  further  shown,  that  it  is  of  very 
great  consequence. 

Mr.  Mill  in  this  passage  also  repeats  the  distinction  of 
Adam  Smith,  on  which  I  have  already  commented ;  but  as 
it  is  developed  by  Mr.  Mill  with  a  speciality  peculiar  to  him- 
self, I  shall  quote  another  passage  before  further  adverting 
to  it.  Suppose,  Mr.  Mill  says,  in  an  illustration  that  need  not 
be  quoted  in  full,  a  large  sum  is  diverted  from  buying  plate 
and  jewels  to  employing  productive  labourers  half  employed 
and  half  fed,  the  labourers  will  lay  out  their  wages  on  food  ; 
or  if  there  is  not  enough  food  in  the  country,  more  will  be 
grown.  'The  distinction,  then,  between  capital  and  not- 
capital,  does  not  lie  in  the  kind  of  commodities,  but  in  the 
mind  of  the  capitalist — in  his  will  to  employ  them  for  one 
purpose  rather  than  another;  and  all  property,  however  ill 
adapted  in  itself  for  the  uses  of  labourers,  is  a  part  of  capital, 
so  soon  as  it,  or  the  value  to  be  received  from  it,  is  set  apart 
for  productive  re-investment'  * 

The  distinction  between  capital  and  not-capital,  lies  in  the 
niind  of  the  capitalist     This  surely  is   metaphysical  nicety 

*  Mr.  Mill  here  appears  to  regard  natural  agents  as  capital  in  both  senses,  for 
surely  if  it  would  make  an  estate  capital  to  offer  it  for  sale  in  order  to  invest 
the  proceeds  in  a  manufacture,  it  would  not  be  less  capital  if  it  were  directly  em- 
ployed for  cultivation ;  but  I  can  only  r^ard  the  inclusion  of  natural  agents 
here  in  either  sense  as  an  inadvertence,  as  they  are  not  expressly  referred  to, 
and  the  previous  definitiou  expressly  excludes  them. 
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enough,  and  surely,  too,  it  would  be  hard  to  devise  a  dis- 
tinction of  less  use,  whether  theoretical  or  practical.  A 
wealthy  and  irresolute  man  might  thus  make  great  changes 
in  the  capital  of  a  country  without  any  one  being  aware  of 
it  but  himself.  When  he  went  to  bed  at  night,  the  capital 
of  the  country  might  rise,  and  when  he  rose  in  the  morning, 
it  might  fall,  and  this  might  happen  every  day  to  the  utter 
confusion  of  the  statist.  Mr.  Mill  admits  a  distinction 
between  employed  and  unemployed  capital,  and  this  is  a  dis- 
tinction of  importance,  but  he  fails  to  draw  it  aright.  Ac- 
cording to  him,  what  a  man  intends  to  employ  as  capital 
is  capital,  what  he  does  not  intend  to  employ  as  capital  is 
not-capital ;  what  he  succeeds  in  employing,  is  employed 
capital,  what  he  does  not  succeed  in  employing,  is  unem- 
ployed capital.  There  is  a  complex  distinction,  somewhat 
of  the  nature  here  indicated  in  regard  to  the  employment 
of  capital ;  but  the  first  part  of  it  is  not  between  capital 
and  not-capital,  and  no  part  of  it  is  determined  by  mere 
intention. 

All  that  is  applicable  to  the  purposes  of  capital  is  capital, 
whatever  may  be  the  intention  of  the  owner.  But  of  this 
entire  sum  of  capital,  part  may  be  destined  to  mere  enjoy- 
ment, and  part  to  industrial  uses.  That  which  distinguishes 
these  separate  destinations,  is  not  mere  purpose  or  intention, 
but  the  overt  act  of  placing  them  in  the  position  to  be  used 
in  one  way  or  other ;  and  besides  the  parts  which  are 
specially  destined,  is  one  use  or  the  other,  there  may  be  a 
part  of  which  the  use  is  still  undetermined.  When  any  part 
of  the  entire  stock  is  expressly  set  apart  for  enjoyment  of 
a  kind  that  does  not  minister  to  production,  it  ceases  to 
operate  directly  as  capital,  but  as  this  destination  may  be 
changed,  it  is  still  capital  in  reserve.  The  part  of  capital 
whose  destination  is  undetermined,  until  some  distinct  effort 
is  made  to  determine  it,  does  not  operate  directly  as  capital. 
It  is  not  only  unemployed  but  dormant  capital.  When 
unemployed  capital  is  actually  being  offered  for  employment, 
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and  pressed  upon  the  market,  it  is,  though  still  unemployed, 
no  longer  dormant,  but  has  a  direct  operation  as  capital. 
Reserved  and  dormant  capitals,  moreover,  though  not  di- 
rectly operative,  are  never  wholly  inoperative.  Their  ex- 
istence cannot  be  concealed,  and  their  possible  operation  is 
always  more  or  less  reckoned  on.  These  distinctions  are  of 
great  practical  importance,  and  none  the  less  that  the  bound- 
aries of  the  three  funds  are  incessantly  fluctuating.  The 
evil  of  making  the  distinction  in  such  a  form  as  to  call  part 
of  this  complex  fund  capital  and  part  not,  is  that  it  defeats 
the  object  of  the  distinction  altogether.  Capital  being  that 
which  is  directly  concerned  with  production,  economists 
imagine  they  have  exclusively  to  do  with  it,  and  having  no 
name  for  the  other  funds  which  are  incessantly  changing 
their  relation  towards  that  to  which  they  have  restricted  their 
regard,  the  natural  uses  of  the  term  prevail  over  the  artificial 
use,  and  uncertainty  and  confusion  take  the  place  of  method 
and  clearness  in  their  reasoning. 

In  the  beginning  of  the  chapter  containing  his  funda- 
mental propositions,  Mr.  Mill  says,  that  if  the  preceding 
explanations  have  answered  their  purpose,  they  have  given 
a  sufficiently  complete  idea  of  capital,  *  according  to  its 
definition/  and  a  sufficient  familiarity  with  it  in  the  concrete 
to  prepare  'even  the  unpractised  reader  for  certain  ele- 
mentary propositions  or  theorems  respecting  capital,  the  full 
comprehension  of  which  is  already  a  considerable  step  out 
of  darkness  into  light' 

I  have  only  been  able  to  guess  what  Mr.  Mill's  definition  of 
capital  is.  I  have  quoted  two  definitions,  which  are  incon- 
sistent with  each  other,  and  I  think  the  second,  which  is  the 
more  detailed,  is  probably  the  real  one ;  although  the  in- 
clusion in  it  of  natural  agents  as  capital  is  probably  either 
an  inadvertence,  or  subject  to  an  explanation.  We  shall 
now  proceed  to  examine  Mr.  Mill's  fundamental  propositions. 
The  first  fundamental  proposition  is  that  industry  is  limited 
by  capital.    There  are  three  exceptions  to  be  taken  to  this 
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proposition^  the  first  in  respect  to  form  or  diction,  the  second 
in  respect  to  order,  the  third  in  respect  to  substance. 

What  are  we  to  understand  by  capital  ?  If  we  are  to  take 
it  in  the  widest  sense,  as  including  natural  agents,  then 
undoubtedly  industry  is  limited  by  capital ;  and  this  is  a 
fundamental  proposition  of  economy.  But  even  in  thi^  case, 
although  the  proposition  contains  a  fundamental  truth,  it 
contains  it  in  langus^e  so  loose  as  to  embrace  along  with  it 
a  fundamental  error.  It  is  not  by  capital  in  general,  by 
capital  of  any  kind,  that  industry  is  limited,  but  only  by 
one  specific  kind  of  capital,  namely  by  natural  agents. 
Given  these,  and  industry  is  capable  of  expanding  itself 
to  the  utmost  limits  permitted  by  its  other  co-efficient 
labour. 

The  obvious  intention  of  the  proposition,  however,  is  to 
imply  that  labour  and  natural  agents,  the  natural  limits  of 
industry,  are  not  the  real  and  efficient  limits,  but  that 
industry  is  prevented  from  reaching  these  limits  by  the 
interposition  of  an  artificial  limit,  the  want  of  produced 
capital,  resulting  from  the  deficient  exercise  of  the  eco- 
nomical virtue  of  parsimony. 

Taken  in  this  sense,  the  first  objection  to  the  proposition 
is  one  of  order.  It  is  manifestly  based  on  the  assumption 
that  capital  is  the  result  of  saving,  for  if  it  were  admitted 
that  capital  is  the  product  of  industry,  and  that  it  is  invested 
freely,  according  to  the  wants  of  industry,  it  would  be  absurd 
to  say  that  industry  is  limited  by  capital.  It  is,  accordingly, 
not  the  first  fundamental  proposition,  but  the  second  funda- 
mental error  respecting  capital. 

For,  let  us  consider  what  the  substance  of  this  proposition 
implies.  It  is  certain  that  there  are  many  artificial  limits 
which  prevent  industry  from  attaining  the  developments 
possible  to  it  under  natural  conditions.  When  industry  is 
under  such  restrictions,  especially  if  they  are  of  a  nature  to 
affect  the  security  of  property,  the  growth  of  capital,  as  well 
as  of  industry  itself,  is  necessarily  restricted.    But  this  is  not 
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what  is  implied  in  the  proposition,  for  it  is  evident  that  it 
is  industry  and  not  capital  that  is  here  primarily  restrained. 
By  a  fundamental  proposition  we  must  understand  a  state- 
ment of  what  must  take  place  under  the  normal  conditions 
of  industry.  We  must  suppose  industry  free,  and  not  re- 
strained by  natural  agents,  and  the  question  is,  Will  it  then 
be  restrained  by  artificial  capital  ? 

Industry,  as  has  already  been  said,  is  controlled  by  capital, 
that  is  to  say,  it  is  directed  by  capitalists ;  but  as  the  opera- 
tions of  industry  must  be  directed  by  some  one,  and  as  the 
natural  interests  of  those  who  direct  industry  are  to  extend 
it,  this  control  does  not  imply  any  limitation  of  industry. 

In  saying  that  capital  controls  industry  we  must,  however, 
understand  capital  in  its  widest  sense.  It  is  not  exclusive, 
but  inclusive  of  natural  agents,  that  the  control  of  industry 
belongs  to  capital.  And  it  will  be  seen  that  there  is  a  great 
difference  between  the  power  which  the  command  of  natural 
agents  and  the  command  of  artificial  products  gives  over 
industry. 

The  great  natural  agent  of  agriculture,  the  soil,  is  of 
limited  extent.  We  may  suppose  a  community  with  a 
territory  not  very  wide  in  proportion  to  population,  in  which 
industry  is,  on  the  whole,  as  free  as  good  government  and 
the  promotion  of  other  objects  of  human  interest  permit,  a 
country  such  as  our  own,  but  where  the  soil  is  in  com- 
paratively few  hands,  and  subject  to  restrictions  which  impede 
its  free  exchange.  It  is  conceivable  that  the  lai^er  pro- 
prietors may  have  revenues  sufficient  to  put  them  beyond 
the  temptation  of  ordinary  profits,  and  as  land  is  valued  for 
other  uses  besides  agriculture,  a  real  limitation  of  industry 
may,  in  default  of  the  supply  of  agricultural  products  from 
foreign  sources,  be  caused  by  the  withholding  of  profitable 
land  from  agriculture.  The  holders  of  artificial  products 
have  no  such  power,  because,  in  as  far  as  there  is  free  access 
to  natural  resources,  these  can  be  produced  indefinitely. 
It  matters  not  that  one  capitalist  or  another  should  with- 
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draw  his  means  from  industrial  investment  and  spend  them 
on  any  kind  of  prodigality.  His  so  doing,  by  raising  the 
profits  of  production,  only  puts  larger  means  of  investment 
and  stronger  motives  for  using  them  into  the  hands  of  others, 
and,  by  subjecting  the  purchasers  of  some  products  to  greater 
hardships,  compels  them  to  greater  exertions.  To  suppose  a 
real  limitation  of  industry  from  this  cause  we  must  suppose 
a  love  of  present  expenditure  among  the  actual  directors  of 
industry  so  great  as  to  make  them  indifferent  to  the  love 
of  gain  and  regardless  of  future  expenditure,  and  a  society 
so  corrupt  that  none  in  the  industrial  ranks  can  be  found  to 
replace  them.  Industry  would,  even  then,  not  be  limited  by 
capital,  but  would  perish  by  natural  decay.  Wherever  industry 
is  actuated  by  its  natural  motives,  it  will  eliminate  from  its 
oi^anization  those  who  reject  these  motives,  or  who  fail  to 
follow  them  with  sufficient  promptitude,  and  in  developing 
itself  by  its  own  laws  it  will  produce  and  appropriate  its 
own  capital. 

Mr.  Mill's  arguments  in  support  of  his  first  proposition 
show  in  what  sense  it  is  used.  The  following  is  directed 
against  the  attempt  of  governments  to  foster  labour  by  the 
prohibition  of  imports.  'Had  legislators  been  aware  that 
industry  is  limited  by  capital,  they  would  have  seen  that  the 
aggregate  capital  of  the  country,  not  having  been  increased, 
any  portion  of  it  which  they  by  their  laws  had  caused  to  be 
embarked  m  the  newly  acquired  branch  of  industry  must 
have  been  withdrawn  or  withheld  from  some  other,  in  which 
it  gave,  or  would  have  given,  employment  to  probably 
about  the  same  quantity  of  labour  which  it  employs  in  its 
new  occupation.' 

The  whole  force  of  this  argument  depends  upon  the 
assumption  that  there  is  no  spare  capital  in  the  country 
to  be  attracted  by  additional  inducement  to  any  new 
industry*  Had  Mr.  Mill  substituted  labour  for  capital  his 
argument  would  have  had  a  sounder  basis,  although  it  would 
not  have  been  conclusive  without  inquiring  what  effect  pro- 
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hibitive  legislation  would  have  in  increasing  or  diminishing 
the  supply  of  labour.  But  although  the  argument  thus 
amended  and  amplified  is  the  real  argument  against  restric- 
tion, it  would  not  have  suited  his  peculiar  theory. 

This  statement  of  Mr.  Mill's  is  a  fair  illustration  of  the 
way  in  which  artificially  restricted  terms  come  to  be  used   in 
argument.     We  have  been  told  that  the  distinction  between 
capital  and  not-capital  lies  in  the  mind  of  the  holder.     Now, 
does  Mr.  Mill  mean  to  say  that  any  alteration  in  the  policy  of 
a  government  will  not  alter  the  actual  means  of  the  country, 
or  that  it  will  not  alter  the  minds  of  the  holders  of  these 
means  ?     Mr.  Mill,  of  course,  knew  that  nothing  would  alter 
the  minds  of  holders  of  capital  more  certainly  or  rapidly  than 
a  change  of  government  policy,  but  what  he  had  in  his  mind 
was  that  the  means  of  the  country,  its  real  capital,  would  not 
be  altered   thereby.     Thus  having  defined   capital   as  that 
which  is  actually  destined   to   productive   employment,  and 
having  by  this  definition  so  limited  the  fund  to  which  he 
applies  this  name  as  to  support  his  argument  that  a  change 
of  policy  cannot  find  it  additional  employment,  seeing  that 
the  whole  is  already  employed,  or  seeking,  with,  according  to 
his  view,  the   certain  prospect  of  finding  employment ;   he 
suddenly  applies  the  term  to  another  fund,  the  real  available 
wealth  of  the  country,  which  may  or  may  not  have  been  seek- 
ing investment,  and  the  tendency  of  which  towards  industrial 
investment,  a  change  of  government  policy  would  certainly 
affect,  whether  for  better  or  for  worse. 

It  is  somewhat  surprising,  after  this  illustration,  to  find 
Mr.  Mill  inform  us  that, '  because  industry  is  limited  by  capital, 
we  are  not,  however,  to  infer  that  it  always  reaches  that  limit.' 
The  illustrations  he  gives  of  this  counter-proposition  still  show, 
however,  his  bias  in  favouf  of  the  original  proposition,  which 
they  do  not  effectually  rescind.  This  has  been  known  to 
occur,  he  says,  in  new  colonies,  and  he  instances  the  retrench- 
ment of  the  '  unproductive  consumption '  of  labourers  and  the 
extension  of  the  hours  of  labour  as  means  by  which  increased 
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-L^^  labour  may  be  supported  by  the  same  capital.  He  also  admits 
r! .  that  the  supply  of  capital  increases  with  the  increased  pro- 
\:t-'  ductiveness  of  labour  resulting  from  improvements  in  the 
processes  of  industry.  But  this  admission  really  does  not 
affect  the  question,  for  if  the  supply  of  capital  increases  in 
L-;-      this  way,  the  demand  for  it,  and  also  the  counter-attractions 

of  a  prodigal  expenditure,  increase  also. 
}  After  making  these  reservations,  Mr.  Mill   proceeds  still 

further  to  enforce  his  original  proposition,  and  to  evolve  from 
it  in  direct  form  the  doctrine  I  denounce  as  a  fundamental 
error.  The  subject  is  of  so  much  importance  that  I  must 
quote  a  long  ailment  in  full. 

*  While,  on  the  one  hand,  industry  is  limited  by  capital,  so 
on  the  other,  every  increase  of  capital  gives,  or  is  capable  of 
giving,  additional  employment  to  industry  ;  and  this  without 
assignable  limit  I  do  not  mean  to  deny  that  the  capital,  or 
part  of  it,  may  be  so  employed  as  not  to  support  labourers, 
being  fixed  in  machinery,  buildings,  improvement  of  land,  and 
the  like.  In  any  large  increase  of  capital  a  considerable  por- 
tion will  generally  be  thus  employed,  and  will  only  co-operate 
with  labourers,  not  maintain  them.  What  I  do  intend  to  assert 
is,  that  the  portion  which  is  destined  to  their  maintenance  may 
(supposing  no  alteration  in  anything  else)  be  indefinitely  in- 
creased, without  creating  an  impossibility  of  finding  them 
employment :  in  other  words,  that  if  there  are  human  beings 
capable  of  work  and  fopd  to  feed  them,  they  may  always  be 
employed  in  producing  something.  This  proposition  requires 
to  be  somewhat  dwelt  upon,  being  one  of  those  which  it  is 
exceedingly  easy  to  assent  to  when  presented  in  general  terms, 
but  somewhat  difficult  to  keep  fast  hold  of,  in  the  crowd  and 
confusion  of  the  actual  facts  of  society.  It  is  also  very  much 
opposed  to  common  doctrines.  There  is  not  an  opinion  more 
general  among  mankind  than  this,  that  the  unproductive  ex- 
penditure of  the  rich  is  necessary  to  the  employment  of  the 
poor.  Before  Adam  Smith,  the  doctrine  had  hardly  been 
questioned  ;  and  even  since  his  time,  authors  of  the  highest 
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name  and  of  great  merit*  have  contended,  that  if  consumers 
were  to  save  and  convert  into  capital  more  than  a  limited 
portion  of  their  income,  and  were  not  to  devote  to  unpro- 
ductive consumption  an  amount  of  means  bearing  a  certain 
ratio  to  the  capital  of  the  country,  the  extra  accumulation 
would  be  merely  so  much  waste,  since  there  would  be  no 
market  for  the  commodities  which  the  capital  so  created 
would  produce.  I  conceive  this  to  be  one  of  the  many  errors 
arising  in  political  economy,  from  the  practice  of  not  beginning 
with  the  examination  of  simpler  cases,  but  rushing  at  once 
into  the  complexity  of  concrete  phenomena. 

*  Every  one  can  see  that  if  a  benevolent  government  pos- 
sessed  all  the  food,  and  all  the  implements  and  materials, 
of  the  community,  it  could  exact  productive  labour  from 
all  capable  of  it,  to  whom  it  allowed  a  share  of  the  food,  and 
could  be  in  no  danger  of  wanting  a  field  for  the  employment 
of  this  productive  labour,  since  as  long  as  there  was  a  single 
want  unsaturated  (which  material  objects  could  supply),  of 
any  one  individual,  the  labour  of  the  community  could  be 
turned  to  the  production  of  something  capable  of  satisfying 
that  want  Now,  the  individual  possessors  of  capital,  when 
they  add  to  it  by  fresh  accumulations,  are  doing  precisely 
the  same  thing  which  we  suppose  to  be  done  by  a  benevolent 
government  As  it  is  allowable  to  put  any  case  by  way  of 
hypothesis,  let  us  imagine  the  most  extreme  case  conceivable- 
Suppose  that  every  capitalist  came  to  be  of  opinion  that  not 
being  more  meritorious  than  a  well-conducted  labourer,  he 
ought  not  to  fare  better ;  and  accordingly  laid  by,  from 
conscientious  motives,  the  surplus  of  his  profits ;  or  suppose 
this  abstinence  not  spontaneous,  but  imposed  by  law  or 
opinion  upon  all  capitalists,  and  upon  landowners  likewise. 
Unproductive  expenditure  is  now  reduced  to  its  lowest  limit  : 
and  it  is  asked,  how  is  the  increased  capital  to  find  employ- 
ment ?  Who  is  to  buy  the  goods  which  it  will  produce  ? 
There  are  no  longer  customers  even  for  those  which  were 

•  For  example,  Mr.  Mai  thus.  Dr.  Chalmers,  M.  de  Sismondi. — {Afr.  MUVs  Note,) 
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produced  before.  The  goods  therefore  (it  is  said)  will  remain 
unsold ;  they  will  perish  in  the  warehouses ;  until  capital  is 
brought  down  to  what  it  was  originally,  or  rather  to  as  much 
less,  as  the  demand  of  the  consumers  has  lessened.  But  this 
is  seeing  only  one-half  of  the  matter.  In  the  case  supposed, 
there  would  no  longer  be  any  demand  for  luxuries  on  the 
part  of  capitalists  and  landowners.  But  when  these  classes 
turn  their  income  into  capital,  they  do  not  thereby  annihilate 
their  power  of  consumption ;  they  do  but  transfer  it  from 
themselves  to  the  labourers  to  whom  they  give  employment. 
Now,  there  are  two  possible  suppositions  in  regard  to  the 
labourers  ;  either  there  is,  or  there  is  not,  an  increase  of  their 
numbers,  proportional  to  the  increase  of  capital.  If  there  is, 
the  case  offers  no  difficulty.  The  production  of  necessaries 
for  the  new  population  takes  the  place  of  the  production 
of  luxuries  for  a  portion  of  the  old,  and  supplies  exactly  the 
amount  of  employment  which  has  been  lost  But  suppose 
that  there  is  no  increase  of  population.  The  whole  of  what 
was  previously  expended  in  luxuries,  by  capitalists  and  land- 
lords, is  distributed  among  the  existing  labourers,  in  the  form 
of  additional  wages.  We  will  assume  them  to  be  already 
sufficiently  supplied  with  necessaries.  What  follows  ?  That 
the  labourers  become  consumers  of  luxuries  ;  and  the  capital 
previously  employed  in  the  production  of  luxuries,  is  still  able 
to  employ  itself  in  the  same  manner :  the  difference  being, 
that  the  luxuries  are  shared  among  the  community  generally, 
instead  of  being  confined  to  a  few.  The  increased  accumula- 
tion and  increased  production  might,  rigorously  speaking, 
continue,  until  every  labourer  had  every  indulgence  of  wealthy 
consistent  with  continuing  to  work  ;  supposing  that  the  power 
of  their  labour  were  physically  sufficient  to  produce  all  this 
amount  of  indulgence  for  their  whole  number.  Thus  the 
limit  of  wealth  is  never  deficiency  of  consumers,  but  of  pro- 
ducers and  productive  power.  Every  addition  to  capital  gives 
to  labour  either  additional  employment,  or  additional  remun- 
eration ;  enriches  either  the  country  or  the  labouring  class. 
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If  it  finds  additional  hands  to  set  to  work,  it  increases  the 
aggregate  produce :  if  only  the  same  hands,  it  gives  them 
a  larger  share  of  it ;  and  perhaps  even  in  this  case,  by 
stimulating  them  to  greater  exertion,  augments  the  produce 
itself.' 

Mr.  Mill's  art  as  a  writer  has  taught  him  one  thing,  that 
there  is  no  way  in  which  an  insidious  proposition  will  pass 
the  sentinels  of  criticism  more  readily  than  under  the  disguise  of 
a  truism.  Most  of  his  propositions  take  the  one  form  or  the 
other,  according  to  the  sense  in  which  they  are  understood,  and 
in  the  arguments  which  support  them  the  threads  of  the 
different  seases  are  so  intertwined,  even  in  the  same  sentence, 
that  it  is  no  easy  matter  to  disentangle  them.  Throughout 
the  whole  of  this  argument  the  various  senses  of  capital  are 
blended  with  the  art  of  a  sophist,  or  the  artlessness  of  a 
female  mind,  and  the  result  is  a  farrago  of  incongruities 
which  leaves  one  at  a  loss  how  to  attack  it,  or  where  to 
begin  without  landing  one's  self  in  absurdity. 

If  the  first  sentence  is  to  be  understood  of  capital  in  its 
widest  sense,  as  including  natural  agents,  the  proposition  it 
contains  is  a  truism  which  no  rational  being  could  dispute, 
and  which  certainly  Malthus,  Chalmers,  or  Sismondi  never 
disputed  ;  but  to  understand  it  in  this  way  is  inconsistent 
with  the  whole  tenor  of  the  argument  If,  then,  we  are  to 
understand  it  of  produced  capital,  there  are,  in  the  pre- 
liminary exposition  of  the  proposition,  two  contradictory 
statements.  The  parenthetical  phrase,  *  supposing  no  altera- 
tion in  anything  else,'  implies  that  there  is  no  change  in 
the  command  of  natural  agents,  but  only  an  increase  in  the 
accumulation  of  produced  capital :  what  right,  then,  has  Mr. 
Mill,  in  paraphrasing  his  proposition,  to  introduce  the  con- 
ditions, '  if  there  are  human  beings  capable  of  work,  and 
food  to  feed  them ' }  At  the  close  of  the  argument  Mr,  Mill 
makes  a  similar  incongruous  reservation  in  saying  that  in- 
creased accumulation  might  proceed  till  every  labourer  had 
every   indulgence  of  wealth  consistent  with   continuing  to 
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work ;  supposing  that  the  power  of  their  labour  were  physically 
sufficient  to  produce  all  this  indulgence  for  their  whole  number 
His  proposition  is  that  every  increase  of  capital  is  capable  of 
giving  increased  eniployment  without  assignable  limit,  and 
here  he  assigns  a  limit,  and  the  very  limit  for  which  his 
opponents  contend.  The  state  of  the  case  I  understand 
to  be  this  :  the  fact  being  that,  with  a  given  command  of 
natural  agents,  an  increase  of  food  can  only  be  provided 
with  an  increased  ratio  of  exertion,  is  the  mere  investment 
of  additional  capital  capable  of  indefinitely  extending 
industry  and  improving  the  condition  of  the  labouring 
classes  ?  Malthus,  Chalmers,  and  Sismondi  say  n<S ;  Mr.  Mill 
says  yes, 

Mr.  Mill  is  not  entitled  to  assume  (as  indeed  he 
does  not  expressly  do)  that  the  additional  capital  may  be 
applied  to  land,  so.  as  indefinitely  to  increase  its  pro- 
ductiveness ;  for  the  existing  conditions  of  industry  permit 
as  free  'an  application  of  capital  to  this  object  as  the 
demand  for  it  and  the  state  of  science  admit,  and  his 
opponents  allow  that  any  additional  facilities  of  production 
relax  the  general  conditions  of  investment.  This  relaxa- 
tion is,  however,  accompanied  by  an  effective  demand  for 
additional  investment,  which  accordingly  takes  place.*  All 
that  is  left  to  Mr.  Mill  to  contend  for  accordingly,  and 
for  this  he  does  appear  to  contend  strenuously,  though  I  think, 
he  does  so  because  he  associates  it  in  his  mind  with  things 
which  have  no  necessary  connection  with  it,  is  that  the 
mere  investment  of  additional  capital  through  increased 
parsimony  in  the  accumulating  classes,  irrespective  of  other 
conditions,  is  capable  of  indefinitely  improving  the  condition 
of  the  working  classes. 

Before  examining  this  position,  I   must   make  a  remark 
on  Mr.  Mill's  rebuke  of  his  adversaries.      I   differ  entirely 

*  If  land  is  kept  out  of  the  market  by  artificial  restriction  no  investment  of 
capital  will  affect  it ;  if  it  is  in  the  market,  capital  will  be  applied  to  it  freely  in 
proportioa  to  the  profitableness  of  the  adventure. 

£ 
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from  Mr.  Mill  as.  to  the  method  which  it  is  desirable  to 
pursue  in  economical  investigation.  I  am  of  opinion  that 
any  one  who  is  unable  to  face  the  concrete  phenomena 
of  industry,  in  any  of  its  stages  with  which  he  has  to  deal, 
will  do  no  good  as  an  economist.  The  method  of  ban- 
ning with  simple  cases,  that  is  to  say,  of  proving  positions 
by  artificially  framed  illustrations,  which  Mr.  Mill  commends, 
I  hold  to  be  a  radically  unsound  one,  and  a  fertile  source 
of  error  wherever  it  is  adopted.  Nothing  would  be  easier, 
in  fact,  than  to  frame  such  artificial  arguments  in  favour  of 
the  most  contrary  conclusions.  Moreover,  the  writers  who 
begin  with  this  inconclusive  mode  of  demonstration  gener- 
ally end  there.  In  this  there  is  a  double  evil.  Not  only 
do  they  mislead  their  readers  and  themselves  with  an 
appearance  of  proof  which  is  altogether  illusory  and  . 
deceptive,  but  they  withdraw  their  attention  from  the  one 
thing  to  which  it  ought  to  be  constantly  directed.  Political 
Economy,  if  it  is  to  have  any  real  value,  must  not  be  a 
mere  series  of  abstract  generalizations,  it  must  especially 
be  a  study  of  the  facts  and  relations  of  the  organization 
pf  industry.  A  knowledge  of  these  may  lead  to  sound 
practical  conclusions  without  formal  generalizations ;  but  to 
generalize  without  possessing,  or  to  teach  generalizations 
without  communicating  a  knowledge  of  the  subject  genera- 
lized upon,  is  a  kind  of  reasoning  in  vacuo,  from  which 
nothing  but  mischief  can  result.  The  tendency  which 
abstract  discussion  naturally  engenders,  to  substitute  an 
idealized  and  abstracted  subject-matter  for  the  real  concrete 
subject  on  which  the  whole  discussion  ultimately  turns,  has 
been  very  injurious,  both  to  the  actual  progress  of  economy 
and  to  the  confidence  which  its  teaching  inspires  ;  and  in  the 
works  of  no  writers  of  equal  eminence,  I  believe,  has  the  false 
mehtod  which  leads  into  this  snare  been  more  largely  exem- 
plified than  in  those  of  Ricardo  and  John  Stuart  Mill. 

With    reference    to    Mr.    Mill's     illustration    about    the 
benevolent  government,   I  am   not   gifted   with    the   vision 
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which  he  imagines  every  one  to  possess.  I  conceive  the 
government  which  should  attempt  to  carry  out  Mr.  Mill's 
instructions  would  encounter  two  difficulties.  It  would  be 
very  difficult  for  it  to  find  out  the  individual  wants  which 
it  was  to  saturate,  and  it  would  be  still  more  difficult  to 
get  the  saturated  individuals  to  do  their  proper  share  of 
work.  We  are  first  required,  by  Mr.  Mill's  illustration,  to 
suppose  the  government  able  to  compel  work  by  withholding 
the  supplies  of  food,  and  then  we  are  required  to  believe 
that  when  not  only  food  but  all  other  wants  have  been 
supplied,  the  government  will  still  retain  the  power  of 
commanding  labour.  Suppose,  which  is  a  very  reasonable 
supposition,  that  among  the  subjects  of  this  benevolent 
government  there  prevailed  such  wants  as  these  :  to  take 
an  airing  in  a  carriage  on  a  fine  afternoon ;  to  travel  in 
first-class  railway  carriages  to  many  places  in  order  to  see 
curious  sights ;  to  visit  resorts  of  health  or  interest  and 
live  in  first-class  hotels.  The  arrangements  for  providing 
such  accommodation  would  necessarily  become  somewhat 
complicated,  and  yet  these  are  but  a  trifle  to  the  mass  of 
material  comforts  which  would  rise  in  competition  for  the 
consideration  of  this  daring  administration.  When,  there- 
fore, Mr.  Mill  says,  *Now,  the  individual  possessors  of 
capital,  when  they  add  to  it  by  fresh  accumulations,  are 
doing  precisely  the  same  thing  which  we  suppose  to  be 
done  by  a  benevolent  government,'  I  must  insist  that  he 
is  entirely  mistaken.  The  thing  which  Mr.  Mill  supposes 
is  impossible,  and  therefore  they  cannot  be  doing  that, 
whatever  else  they  may  be  doing ;  and  the  difference  will 
be  made  clear  by  a  little  consideration  of  what  they 
actually  are  doing.  There  is  a  feature  in  the  case  which 
Mr.  Mill  has  studiously,  and,  as  it  would  appear,  intention- 
ally left  out,  although  the  omission  of  it  really  amounts  to 
the  substitution  of  a  different  issue  from  that  which  he 
has  undertaken  to  try.  It  is  the  motive  for  fresh  accumula- 
tion,  or  rather  for  fresh  investment  of  capital. 
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Let  us  return  to  Mr.  Mill's  original  proposition,  'While, 
on  the  one  hand,  industry  is  limited  by  capital,  so  on  the 
other,  every  increase  of  capital  gives,  or  is  capable  of 
giving,  additional  employment  to  industry ;  and  this  with- 
out assignable  limit'  What  is  meant  by  giving  additional 
employment  to  industry  ?  Mr.  Mill  is  professedly  develop- 
ing the  laws  of  industry  under  the  sway  of  private  interest, 
and  what  he  must  mean  is,  that  every  increase  of  capital 
gives  increased  employment  on  conditions  conceivable 
under  the  existing  oi^anization ;  that  is  to  say,  that  it 
gives  it  on  terms  favourable  and  advantageous  to  all  the 
interests  engaged  in  industry.  He  is  not  at  liberty  to 
select  one  set  of  interests,  those  of  labourers,  and  show 
that  these  will  be  promoted  by  increased  investment  at 
the  expense  of  another  set  of  interests,  those  of  employers. 
To  say  that  investment  under  any  circumstances  will  give 
increased  employment  to  labourers,  provided  there  are 
additional  labourers  to  employ,  until  the  surplus  capital 
is  consumed,  is  a  very  flat  truism ;  but  this  is  not  exactly 
what  Mr.  Mill  says.  He  affirms  that  the  capital  so  sacri- 
ficed will  permanently  improve  the  condition  of  labourers, 
and  herein  lies  his  error. 

I  am  not  bound  to  follow  Mr.  Mill  into  a  communistic 
argument  on  this  subject,  until  it  is  shown  that  there  is 
some  practical  basis  on  which  communism  can  be  worked. 
Mr.  Mill's  two  hypothetical  bases  are  worthless  for  this 
purpose.  Government  might  compel  employers  to  invest 
all  their  surplus  earnings,  a  huge  admission,  surely;  but 
whom  should  government  compel  to  be  employers?  And 
if  public  opinion  took  the  same  task  in  hand,  I  fear  it 
would  be  sorely  exercised  with  the  rights  of  minorities. 
But  Mr.  Mill  insists  that  the  investment  of  capital  under 
the  existing  organization  of  industry  has  the  same  effect 
as  he  attributes  to  it  in  his  communistic  illustrations. 
I  shall  therefore  follow  him  in  both  allegations.  I  shall 
first  inquire  what    is    the   actual    state   of  the    case,    and 
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then   what   Mr.   Mill  has  made  of  it  on  his  own   selected 
ground. 

In  regard  to  the  existing  organization  of  industry,  Mr. 
Mill's  all^ation  against  his  opponents  is,  that  even  after 
Adam  Smith,  like  the  sun  shining  in  his  strength,  had 
arisen,  they  hold  the  grievous  fallacy  that  the  unproductive 
expenditure  of  the  rich  is  necessary  to  the  employment  of 
the  poor. 

There  are  on  this  subject,  I  apprehend,  two  opposite 
errors,  for  one  of  which,  as  it  is,  as  Mr.  Mill  alleges,  a 
popular  one,  I  shall  quote  the  words  of  a  popular  writer. 
In  Captain  Marryat's  novel,  Japhet  in  Search  of  a  Father^ 
Japhet  falls  in  love  with  a  charming  quakeress  at  Reading ; 
they  subsequently  find  their  way  to  London,  and  he  drives 
her  through  the  Park.  She  had  already  expressed  the 
opinion  that  London  was  a  Vanity  Fair.  The  following  is 
the  account  of  their  visit:  'It  was  a  beautiful  day,  and 
the  Park  was  filled  with  pedestrians  as  well  as  carriages. 
Susannah  was  much  astonished  as  well  as  pleased.  "Now, 
Susannah,  said  I,  if  you  were  to  call  this  Vanity  Fair,  you 
would  not  be  far  wrong ;  but  still,  recollect  that  even  all 
this  is  productive  of  much  good.  Reflect  how  many  in- 
dustrious people  find  employment  and  provision  for  their 
families  by  the  building  of  those  gay  vehicles,  their  painting 
and  ornamenting.  How  many  are  employed  at  the  loom, 
and  at  the  needle,  in  making  these  costly  dresses.  This 
vanity  is  the  cause  of  wealth  not  being  hoarded,  but  finding 
its  way  through  various  channels,  so  as  to  produce  comfort 
and  happiness  to  thousands." 

*"Your  observations  are  just,  Japhet,  (Susannah  has 
already  dropped  the  dress  and  language  of  the  quakers), 
but  you  have  lived  in  the  world  and  seen  much  of  it.  I  am 
as  one  just  burst  from  an  eggshell,  all  amazement  I  have 
been  living  in  a  little  world  of  my  own  thoughts>  surrounded 
by  a  mist  of  ignorance,  and  not  being  able  to  penetrate 
further,  have  considered  myself  wise  when  I  was  not** 
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* "  My  dear  Susannah,  this  is  a  chequered  world,  but  not 
a  very  bad  one — there  is  in  it  much  of  good  as  well  as  evil. 
The  sect  to  which  you  belong  avoid  it — they  know  it  not — 
and  they  are  unjust  towards  it  During  the  time  that  I 
lived  at  Reading,  I  will  candidly  state  to  you  that  I  met 
with  many  who  called  themselves  of  the  persuasion,  who 
were  totally  unworthy  of  it,  but  they  made  up  in  outward 
appearance  and  hypocrisy  what  they  wanted  in  their  conduct 
to  their  fellow-creatures.  Believe  me,  Susannah,  there  are 
pious  and  good,  charitable  and  humane,  conscientious  and 
strictly  honourable  people  among  those  who  now  pass 
before  your  view  in  such  gay  procession ;  but  society 
requires  that  the  rich  should  spend  their  money  in  super- 
fluities, that  the  poor  may  be  supported.  Be  not  deceived, 
therefore,  by  the  outward  garments,  which  avail  nothing." ' 

The  effect  of  this  teaching  on  the  susceptible  Susannah 
is  seen  in  the  last  scene  of  the  novel. 

'And  now  as  I  have  no  doubt  that  my  readers  will  be 
curious  to  know  whether  my  lovely  wife  adheres  to  her 
primitive  style  of  dress,  I  shall  only  repeat  a  conversation 
of  yesterday  night,  as  she  came  down  arrayed  for  a  splendid 
ball  given  by  Mrs.  Harcourt  de  Clare. 

*"Tell  me  now,  De  Benyon,"  says  she,  "is  not  this  a 
pretty  dress  ? " 

* "  Yes,  my  dear,'*  replied  I,  looking  at  her  charming  face 
and  figure  with  all  the  admiration  usual  in  the  honeymoon, 
"  it  is  indeed ;  but  do  you  not  think,  my  dear  Susan,"  said 
I,  putting  the  tip  of  my  white  glove  upon  her  snowy 
shoulder, "  that  is  cut  down  a  little  too  low  ?  " 

' "  Too  low,  De  Benyon  }  why  it's  not  half  so  low  as  Mrs. 
Harcourt  de  Clare  or  Lady  C wear  their  dresses." 

'"Well,  my  dear,  I  did  not  assert  that  it  was,  I  only 
asked." 

'"Well  then,  if  you  only  asked  for  information,  De 
Benyon,  I  will  tell  you  that  it  is  not  too  low,  and  I  think 
you  will  acknowledge  that  on  this  point  my  opinion  ought 
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to  be  decisive  ;  for  if  I  have  no  other  merit,  I  have  at  least 
the  merit  of  being  the  best  dressed  woman  in  London." 

'"Verily  thou  persuadest  me,  Susannah,"  replied  I. 

* "  Now,  De  Benyon,  hold  your  tongue." 

'Like  a  well  disciplined  husband,  I  bowed,  and  said  no 
more.  And  now  having  no  more  to  say,  I  shall  also  make 
my  bow  to  my  readers,  and  bid  them  farewell.' 

Captain  Marryat's  Political  Economy  is  better  than  Mr, 
Mill's.  It  is  undoubtedly  true  that  the  expenditure  of  the 
rich,  whether  superfluous  or  not,  gives  employment  to  the 
poor.  It  is  on  higher  gjrounds,  whether  of  economy  or 
morality,  than  this,  that  the  rhetoric  of  Mr.  De  Benyon  is 
liable  to  be  called  to  account.  The  actual  division  of  the 
proceeds  of  industry  puts  into  the  hands  of  a  limited  number 
a  large  share  of  the  whole  proceeds.  It  is  impossible  that 
the  wealthier  classes  can  themselves  consume  all  that  falls 
to  their  share  in  necessaries  and  common  conveniences.  If 
their  wealth  were  hoarded  in  kind,  an  impracticable  sup- 
position, it  would  simply  be  lost,  and  the  whole  community 
would  have  to  subsist  on  the  remaining  share  ;  however 
they  spend  it  then,  it  is  inevitable  that  a  large  part  of  it 
must  go  to  maintain  dependants  of  some  sort.  This  super- 
fluity of  means  gives  to  the  wealthy  great  opportunities,  and 
there  are  services  almost  innumerable  to  society  which  these 
opportunities  place  them  under  just  obligations  to  discharge. 
If  every  man  were  compelled  to  toil  at  an  industrial  occupa- 
tion for  a  pittance,  social  organization  and  all  the  higher  ends 
for  which  society  exists  would  go  utterly  to  decay.  The 
main  charge  of  the  whole  social  organization,  accordingly,  of 
local  and  general  government,  of  education,  religion,  science, 
art,  and  literature,  rests  upon  these,  to  whom  wealth  above 
the  standard  enjoyed  by  the  toiling  masses,  gives  leisure 
and  means  of  following  their  inclinations.  There  is  in  such 
occupations  ample  scope  for  absorbing  the  means  not 
required  in  productive  industry.  To  say,  accordingly,  that  the 
expenditure  of  means  on   idle  luxury  is  necessary  to  the 
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support  of  the  poor,  is  to  treat  not  only  the  poor,  but  the 
general  interests  of  society  with  contempt.  Nor  is  this 
philosophy  popular,  except  among  those  whose  vices  it 
flatters.  Its  fallacy  is  easily  apparent  to  persons  of  limited 
income. 

This  is  one  error,  and  if  this  is  what  the  writers  Mr.  Mill 
opposes  are  accused  of,  I  do  not  think,  though  I  will  not  be 
answerable  for  all  their  expressions,  they  are  fairly  chargeable 
with  it  Dr.  Chalmers  sometimes  expresses  himself  on  this 
subject  in  a  way  that  I  should  be  very  careful  not  to  follow. 
But  I  will  go  farther.  I  do  not  hold  that  the  distribution  of 
wealth  brought  about  by  the  predominance  of  private  interest, 
is  in  itself  altogether  a  desirable  one.  An  equal  distribution 
of  the  proceeds  of  industry  may  be  a  very  undesirable  as  well  as 
impracticable  scheme,  and  yet  the  inequalities  of  distribution 
may  be  carried,  by  the  continuous  operation  of  the  competi- 
tive principle  of  private  interest,  to  a  very  unhealthy  extreme. 
I  am  as  decidedly  of  this  opinion  as  Adam  Smith  or  Mr. 
Mill.  .  But  it  is  one  thing  to  hold  this  opinion,  and  another 
thing  to  insist  that  a  particular  mode  of  working  the  indus- 
trial machine  will  eliminate  the  evil.  This  is  the  opposite 
error,  and  the  one  with  which  alone  I  am  at  present  con- 
cerned to  deal. 

Even  Adam  Smith  occasionally  forgets,  and  Mr.  Mill  habitu- 
ally ignores,*  that  the  principles  of  economy  are  not  meant 
or  adapted  directly  to  regulate  the  conduct  of  the  individual. 
This  is  the  function  of  morality.  It  is  only  by  bringing 
general  laws  to  bear  on  him  that  the  conduct  of  the  indi- 
vidual can  be  made  subservient  to  the  general  ends  proposed 
by  economy.  When  we  find  individuals,  then,  acting  in  a  way 
subversive  of  the  objects  we  have  in  view,  it  is  of  no  use 
getting  angry  at  them,  as  some  economists  do,  and  it  serves 
no  purpose  to  dictate  a  different  line  of  conduct  to  them,  as 
is  the  practice  of  others.     If  we  would  reach  them  at  all,  we 

*  This  is  conspicuous  in  Mr.  Mill's  treatment  of  questions  relating  to  land.  See 
article  '  Peasant  Proprietors,'  in  Popular  Encyclopadia. 
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must  find  some  other  people  whose  interests  are  different 
from  theirs,  and  dictate  to  these  a  line  of  conduct  which  will 
bring  the  others  right 

Herein  Mr.  Mill's  argument  fails  entirely  in  as  far  as  ap- 
plied to  the  existing  organization  of  industry.  He  furnishes 
no  motive  for  the  actions  he  dictates.  I  am  therefore  unable 
to  go  along  with  him  except  on  the  communistic  hypothesis. 
But  I  shall  frame  what  I  believe  to  be  the  nearest  approxi- 
mation to  his  illustration  possible  under  existing  conditions. 
I  shall  suppose  that,  through  the  teaching  of  such  economists 
as  Adam  Smith  and  Mr.  Mill,  many  capitalists  are  induced 
to  add  indefinitely  to  their  investments,  under  the  belief  that 
by  so  doing  they  can  advance  the  general  interests  of  industry. 

This  is  no  imaginary  supposition.  The  teaching  of  eco- 
nomy is  not  without  influence  on  individual  conduct,  when 
the  advice  given  in  the  general  interest  harmonizes  with 
the  apparent  interests  of  those  to  whom  it  is  given. 
There  are  many  who,  when  they  believe  they  can  promote 
the  interests  of  others  along  with  their  own,  will  be  powerfully 
influenced  by  the  former  motive.  But  what  is  implied  in  the 
promotion  of  the  general  interests  of  industry  ?  It  is  implied, 
of  course,  that  there  will  be  additional  employment  or  addi- 
tional remuneration  to  labourers,  but  it  is  also  implied  that 
there  will  be  additional  profit  to  investors.  Here  we  have 
at  once  a  reductio  ad  absurdum  of  the  whole  argument,  for 
a  profit  which  is  gained  only  for  re-investment  is  no  profit 
at  ally  so  that  the  more  there  is  invested  at  one  stage  of  the 
process,  the  more  will  the  investors  require  to  abstract  for 
unproductive  consumption  at  another.  It  is  this  necessary 
outcome  of  the  competitive  organization  that  the  writers  Mr. 
Mill  considers  so  ill-informed  insist  on. 

But  we  may  pursue  the  illustration  a  few  steps  farther. 
The  investors,  we  have  supposed,  qannot  be  guided  in  their 
investments  by  the  wants  of  industry,  of  which  I  have  already 
shown  they  have  so  efficient  an  index-  Their  principle  is  to 
invest  indefinitely.    Their  investments,  therefore,  cannot  be 
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absorbed  by  the  existing  demand.  Has  Mr.  Mill  shown 
where  their  demand  is  to  come  from  ?  I  think  not  It 
must  either  be  from  the  general  public,  from  the  employ- 
ers, or  from  the  labourers.  The  illustration  assumes  no 
increased  demand  from  the  general  public ;  if,  then,  there 
is  an  increased  supply,  this  will  only  tend  to  lower  the  wages 
and  profits  of  the  commodities  over-produced.  The  increased 
demand  cannot  come  from  the  employers,  whose  increased 
investment  has  diminished  their  means  of  expenditure.  The 
increased  demand,  then,  must  come  from  the  labourers. 
But  how  ?  If  there  are  additional  labourers  to  be  employed, 
their  additional  wages  will  bear  the  same,  or  nearly  the  same, 
proportion  to  the  additional  production  as  the  wages  of  the 
existing  labourers  bear  to  the  existing  production.  They 
cannot,  therefore,  absorb  the  whole  additional  production, 
but  only  a  small  portion  of  it,  otherwise  there  would  be  no 
profit  to  the  producers.  If  the  employers  got  back  for  their 
finished  products  only  what  they  had  paid  to  their  labourers 
for  work,  there  would  not  only  be  nothing  for  profit,  but 
nothing  for  raw  material  and  other  expenses.  In  this  way 
the  invested  capital  would  soon  disappear,  and  production 
sink  to  its  former  dimensions.  But  in  a  healthy  condition  of 
industry  all  available  labourers  are  commonly  tolerably  well 
employed.  I  am  therefore  entitled  to  avail  myself  of  Mr. 
Mill's  second  alternative,  and  assume  that,  in  the  first  instance 
at  least,  there  are  no  additional  labourers  to  be  employed. 
If  capital  is  invested  indefinitely,  it  must  ultimately  come  to 
this.'  It  would  be  quite  useless  in  this  case  to  take  labourers 
from  one  employment  and  put  them  to  another,  so  that  we 
may.  assume  all  the  capital  to  be  invested  in  existing  trades. 
But  as  there  are  no  more  labourers,  and  there  is  nothing  in 
the  hypothesis  to  increase  the  productiveness  of  their  labour, 
there  can  be  no  increase  of  production.  What,  then,  is  the 
additional  capital  to  do?  It  cannot  be  invested  in  raw 
material  or  instruments  of  production,  these  being  already 
supplied  for  all  the  labourers  in  existence.     It  cannot  be 
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invested  in  wages,  for  there  is  no  additional  demand  to  raise 
the  price  of  commodities,  and  no  additional  production  to 
support  additional  outlay  on  wages.  Any  addition  to  wages 
would,  therefore,  simply  be  a  consumption  of  capital,  and 
would  last  only  till  the  capital  was  done. 

We  are  not  at  liberty  to  escape  from  this  dilemma  by 
assuming  that  the  additional  capital  might  be  employed 
in  contriving  new  ways  of  increasing  the  productiveness 
of  labour.  There  is  always  capital  sufficient  available  for 
the  application  of  any  improvement  demonstrated  to  be 
practical,  and  the  mere  prosecution  of  speculative  inquiry 
would  neither  absorb  nor  remunerate  indefinite  investment 
It  is  to  the  normal  condition  of  industry,  and  not  to  any 
casual  conditions  exceptionally  favourable  to  expansion 
that  we  must  apply  our  test  The  simple  case,  therefore, 
which  Mr.  Mill  has  omitted  to  put  to  himself,  is  this :  Given 
a  manufacturer  with  a  capital  of  ;f  looo,  who  employs,  say, 
twenty  men.  He  doubles  his  capital  and  employs  only  the 
same  number  of  men  with  the  same  appliances,  and  pro- 
duces the  same  quantity  of  the  same  kind  of  goods  as 
before.  What  is  the  result  ?  That  he  receives  only  half 
the  former  rate  of  profit  on  his  capital. 

We  may  now  shortly  dispose  of  Mr.  Mill's  communistic 
illustrations.  Mr.  Mill  supposes  two  cases  in  which  the 
huge  addition  to  investment  he  proposes  might  find  em- 
ployment :  either  there  might  be  additional  labourers  to 
employ  or  there  might  not  It  is  a  curious  circumstance, 
however,  that  when  he  has  completed  his  statement  of 
these  two  cases,  he  has  not  found  employment  in  either  of 
them  for  a  single  farthing  of  additional  capital,  nor  shown 
that  all  the  capital  he  has  invested  has  added  anything  to 
production.  In  the  first  case,  the  production  of  necessaries 
for  the  new  population  takes  the  place  of  the  production  of 
luxuries  for  a  portion  of  the  old,  and  supplies  exactly  the 
amount  of  employment  which  has  been  lost.  There  is 
probably  here  some  inadvertence,    for  with   an   additional 
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supply  of  labourers  there  is  no  occasion  to  stop  at  this 
point.  As  long  as  capitalists  choose  to  invest  their  means 
on  production,  which  on  the  present  hypothesis,  means  to 
pay  them  away  to  labourers  without  return,  labourers  will 
be  found  to  eat  them.  Dr.  Chalmers  has  made  the  reductio 
ad  absurdum  of  this  hypothesis,  by  showing  that  it  would 
simply  result  in  an  increase  of  the  number  of  labourers, 
with  no  improvement,  but  a  deterioration  of  their  position. 
Mr.  Mill  is  more  prudent,  and  stops  where  it  suits  his  pur- 
pose. Dr.  Chalmers  differs  from  Mr.  Mill  also  on  two  other 
points:  he  gives  no  alternative,  for  he  insists,  and  rightly, 
that  under  such  conditions  population  would  necessarily  in- 
crease, and  he  maintains  that  the  whole  hypothesis  is  absurd, 
while  Mr.  Mill  appears  to  give  it  as  something  conceivable. 

In  Mr.  Mill's  second  alternative  case  there  is  actually  no 
increase  and  no  possibility  of  increase  of  production ;  there 
is  therefore  no  employment  of  additional  capital.  All  that 
happens  is  that  the  spending  power  of  the  employers  is 
transferred  to  the  labourers.  How  this  happens  I  do  not 
inquire,  for  we  have  got  rid  of  motives  for  action.  But  Mr. 
Mill  might  have  carried  his  hypothesis  a  little  farther. 
He  might  have  supposed  that  the  labourers  as  well  as 
the  employers  thought  they  had  no  need  of  luxuries.  Then 
we  should  have  got  rid  of  all  the  unproductive  expenditure, 
and  really  secured  an  additional  capital  to  invest  What 
is  to  be  done  with  it,  seeing  we  have  already  more 
labourers  provided  for  than  are  needed  to  supply  all  the 
demand }  What  he  has  actually  shown  by  his  illustration 
is  not  how  additional  capital  may  be  employed,  nor  even 
how,  with  the  same  investment  of  capital,  labourers  may 
obtain  a  larger  share  of  the  proceeds  of  production,  but 
only  that  if  the  proceeds  were  equally  divided,  labourers 
would  receive  more  and  employers  less.  I  do  not  think 
Mr.  Mill  need  have  gone  into  argument  and  illustration 
to  prove  this,  because  he  would  have  been  generally  be- 
lieved if  he  had  merely  stated  it. 
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Apart  from  any  particular  mode  of  organization  of  in- 
dustry, it  is  surely  evident  that  only  a  limited  portion 
of  that  which  is  produced,  either  requires  to  be,  or  can  be, 
applied  to  reproduction  in  the  form  of  investment  The 
greater  or  less  extent  of  production  makes  no  difference 
in  this  respect.  Under  no  circumstances  can  production 
be  wholly  mediate;  and  the  more  it  is  extended,  and 
especially  the  greater  the  number  of  human  wants  it  is 
employed  to  supply,  the  lai^er  will  always  be  the  propor- 
tion of  its  products,  which  are  not  destined  or  adapted  to 
minister  to  future  production. 

Mr.  Mill's  second  proposition  is  that  capital  is  the  result 
of  saving.  I  have  already  noticed  that  Mr.  Mill,  in  defending 
this  proposition,  so  extends  the  meaning  of  saving  as  to 
deprive  it  of  all  speciality,  so  that  the  proposition  as 
thus  explained  amounts  to  little  more  than  saying  'capital 
is  capital,'  or  rather,  according  to  his  previous  definition, 
*  capital  is  that  part  of  capital  (of  what  is  saved)  which 
is  applied  to  production.'  It  is  a  somewhat  remark- 
able course,  while  offering  and  insisting  on  a  particular 
proposition  as  fundamental,  to  apologize  for  the  only 
distinctive  term  which  characterizes  it,  admit  that  it  is 
objectionable,  and  excuse  it  on  the  ground  that  no  better 
can  be  found.  But  all  this  is  of  no  importance,  since, 
in  applying  the  proposition,  the  distinct  tive  meaning  of 
saving  is  restored  and  vigorously  maintained.  'Saving, 
in  short,  enriches,  and  spending  impoverishes,  the  com- 
munity along  with  the  individual,  which  is  but  saying 
in  other  words,  that  society  at  large  is  richer  by  what  it 
expends  in  maintaining  and  aiding  productive  labour,  but 
poorer  by  what  it  consumes  in  its  enjoyment.'  Here  Mr. 
Mill  again  exhibits  an  utter  unconsciousness  of  the  power 
of  motive.  I  have  already  pointed  out  that  no  one  con- 
sumes anything  except  as  a  producer,  or  the  representative 
of  a  producer.  To  suppress  or  diminish  consumption  is 
accordingly,  as  will  subsequently  be  more  fully  shown,  the 
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most  effectual,  or  rather  the  only  effectual  way  to  suppress 
or  diminish  production.* 

The  third  fundamental  proposition  respecting  capital  is, 
that  all  that  is  saved  is  consumed.  I  have  already  noticed 
that  this  paradox  results  from  the  want  of  precision  and 
consistency  with  which  Mr.  Mill  uses  his  terms.  This  sort 
of  phraseology  is  very  effective  in  poetry  or  rhetoric,  but  in 
a  scientific  treatise  it  is  very  inconvenient  and  objectionable. 
Mr.  Mill  informs  us  that  *  to  the  vulgar  it  is  not  at  all  ap- 
parent that  what  is  saved  is  consumed.'  I  should  have  im- 
agined that  it  was  the  business  of  the  writer  of  a  text-book 
on  Political  Economy  to  give  a  systematic  account  of  those 
phenomena  of  industry  which  are  not  obvious  to  superficial 
observation,  and  not  to  stigmatize  those  who  do  not  know 
them  as  the  vulgar.  Had  Mr.  Mill  seen  good  to  do  this  in  a 
methodical  way,  instead  of  by  off-hand  illustrations,  I  believe 
he  would  have  instructed  not  only  the  vulgar  but  himself. 

Saving  is  opposed  to  consumption,  and  whatsoever  is  saved 
is  not  consumed.  The  opposition  may  be  temporary  or  per- 
manent, but  where  consumption  begins,  saving  ends.  If  Mr. 
Mill  puts  saving  and  consumption  in  contrast,  he  ought  to 
refer  them  to  the  same  subject  If  he  refers  the  one  to  an 
individual,  he  ought  to  refer  the  other  to  the  same  indi- 
vidual ;  if  he  refers  the  one  to  the  community,  he  should 
refer  the  other  to  the  community  also.  When  a  commodity 
is  prepared  for  a  given  purpose,  and  applied  to  that  purpose 
as  soon  as  it  conveniently  can  be,  there  is  no  saving  at  all. 
Saving  is  always  a  retrenchment,  postponing  or  averting  of 
consumption.  If  a  given  quantity  of  a  certain  product  entails, 
as  an  item  in  the  cost  of  its  production,  a  consumption  of  ten 

*  Mr.  MiU  says  the  popular  eye  follows  all  saving  into  an  imaginary  strong  box. 
Mr.  Mill's  eye  follows  it  to  an  imaginary  profitable  investment  I  wxlerstand  Mr. 
Mill  to  be  arguing  not  for  non-consumption,  but  for  what  he  calls  productive  con- 
sumption, in  accordance  with  his  and  Ricardo's  definition  of  saving.  But  as  pro- 
ductive consumption  in  this  sense  is  simply  the  production  of  necessaries,  to 
limit  consumption  to  this  would  be  to  restrict  in  the  severest  way,  and  con- 
sequently to  diminish  production,  at  least  in  proportion  to  population. 
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tons  of  coals»  and  if  a  method  is  discovered  of  producing 
the  same  quantity  with  a  consumption  of  nine  tons,  a  ton 
of  coals  in  every  ten  is  saved  in  the  production  of  that  com- 
modity; but  it  is  not  consumed,  and  is  probably  not  pro- 
duced. Mn  Mill,  however,  in  illustration  of  this  proposition, 
continues  to  harp  on  the  benefits  of  parsimony :  '  The  popular 
error  comes  from  attending  to  a  small  portion  only  of  the 
consequences  that  flow  from  the  saving  or  the  spending ; 
all  the  effects  of  either,  which  are  out  of  sight,  being  out  of 
mind.  The  eye  follows  what  is  saved  into  an  imaginary 
strong  box,  and  there  loses  sight  of  it ;  what  is  spent  it 
follows  into  the  hands  of  tradespeople  and  dependants ;  but 
without  reaching  the  ultimate  destination  in  either  case.' 
And  in  a  previous  passage  :  *  To  them  (the  vulgar)  every  one 
who  saves  appears  in  the  light  of  a  person  who  hoards ;  they 
may  think  such  conduct  permissible,  or  even  laudable,  when 
it  is  to  provide  for  a  family  and  the  like ;  but  they  have  no 
conception  of  it  as  doing  good  to  other  people :  saving  is 
another  word  for  keeping  a  thing  to  oneself ;  while  spending 
appears  to  them  to  be  distributing  it  among  others.  The 
person  who  expends  his  fortune  in  unproductive  con- 
sumption, is  looked  upon  as  diffusing  benefits  all  around ; 
and  is  an  object  of  so  much  favour,  that  some  portion  of 
the  same  popularity  attaches  even  to  him  who  spends  what 
does  not  belong  to  him.' 

From  what  has  been  said  in  the  previous  chapter,  it 
will  be  quite  clear  that  no  one  does  good  to  others  by  an 
indiscriminate  parsimony,  and  that  no  one  does  any  harm 
to  others  by  spending  what  he  legitimately  earns.  Mr. 
Mill  does  not  seem  to  perceive  that  by  his  indiscriminate 
advocacy  of  investment  without  motive,  he  puts  industry 
on  the  level  of  pauperism.  It  is  a  necessary  condition  of 
the  independence  of  industry  that  it  should  be  able  to 
supply  motives  for  the  investment  of  all  the  capital  it 
requires,  and  it  is  a  groundless  charge  against  it  to  say 
that  it  is  not  able  to  do  so. 
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I  think,  moreover,  that  Mr.  Mill  somewhat  misapprehends 
the  nature  of  the  popular  opinion  to  which  he  here  alludes. 
That  which  gives  popularity  is  not  spending  in  opposition 
to  hoarding,  but  one  kind  of  spending  in  contrast  to  an- 
other. It  is  no  concern  of  others  what  part  of  a  man's 
income  he  hoards  and  what  he  spends  ;  and  what  commonly 
causes  them  to  concern  themselves  with  it  is,  that  the 
hoarder  is  usually  a  penurious  spender.  The  man  who 
spends  liberally  certainly  maintains  fewer  dependants  in 
proportion  to  his  means,  but  he  maintains  them  better, 
and  in  so  doing  obliges  them  and  renders  them  grateful ; 
while  he  who  spends  penuriously  inspires,  from  the  mean- 
ness of  .the  maintenance  he  affords  his  dependants,  a 
rankling  sense  of  injustice  in  their  minds. 

I  am  wholly  unable  to  explain  how  Mr.  Mill's  notions 
in  economy  cohere.  He  seems  usually  to  be  well  enough 
aware  of  the  objections  to  his  theories,  and  he  often  lays 
down  the  most  formidable  objections  alongside  of  his  rules^ 
as  if  they  were  perfectly  consistent ;  but  I  know  of  no 
more  astounding  instance  of  this  than  in  his  exposition  of 
this  paradoxical  proposition.  He  expounds  with  approval 
Dr.  Chalmers'  theory  of  the  rapid  recovery  of  capital  from 
the  depletions  of  war.  How  any  man  can  acknowledge  that 
capital  can,  in  the  course  of  little  more  than  a  generation, 
recover,  in  virtue  of  its  own  inherent  elasticity,  from  the  most 
extensive  inroads  of  external  violence,  and  yet  maintain 
that  it  is  incapable  of  supporting  and  extending  itself 
in  accordance  with  the  wants  of  industry  by  the  same 
elasticity,  I  am  unable  to  comprehend.  Can  the  same 
man  seriously  believe  that  capital  can  lose  millions  in  a 
year  without  permanent  injury,  and  yet  write  as  in  the 
following  extract  ?  *  The  choice  made  by  a  consumer  to 
spend  five  thousand  a  year  in  luxuries,  keeps  a  corres- 
ponding number  of  labourers  employed  from  year  to  year 
in  producing  things  which  can  be  of  no  use  to  production ; 
their  services  being  lost  so   far  as   regards  the  increase  of 
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the  national  wealth,  and  the  tools,  materials  and  food, 
which  they  annually  consume,  being  so  much  subtracted 
from  the  general  stock  of  the  community  applicable  to 
prodftctive  purposes.'  Is  it  not  obvious  that  whoever 
spends  five  thousand  a  year,  must  also  earn  five  thousand 
a  y.ear,  and  that  both  his  earning  and  his  spending  pro- 
mote industry,  while  if  he  did  not  spend  he  would  not 
earn,  and  industry,  unless  he  were  replaced  by  some  one 
else,  would  be  the  poorer  by  the  result  of  his  exertions  ? 
Again  :  '  And  as  this  operation  admits  of  being  repeated 
indefinitely  without  any  fresh  act  of  saving,  a  saving  once 
made  becomes  a  fund  to  maintain  a  corresponding  number 
of  labourers  in  perpetuity,  reproducing  annually  thieir  own 
maintenance  with  a  profit.'  Nothing  could  give  a  more 
erroneous  idea  of  the  actual  course  of  reproduction  of 
capital  than  such  a  statement.  Capital  descends,  it  is 
true,  by  generation  ;  but  the  above  assertion  implies  not 
that  every  son  has  a  father,  but  that  every  son  has  a  son. 
Assuming  that  capital  is  not  withdrawn  from  industry  and 
spent,  this  seems  to  be  Mr.  Mill's  meaning.  Now  without 
interruption  or  external  violence  of  any  kind,  the  operations 
of  industry,  as  will  subsequently  be  shown,  destroy  capital 
without  equivalent,  to  an  enormous  extent  in  almost  every 
cycle  of  reproduction,  but  the  greater  the  destruction  the 
greater  is  the  vitality  and  productiveness  of  what  remains. 

The  fourth  fundamental  proposition  is  that  *  what  supports 
and  employs  productive  labour,  is  the  capital  expended 
in  setting  it  to  work,  and  not  the  demand  of  purchasers 
for  the  produce  of  the  labour  when  completed.  We  have 
again  a  double  meaning,  a  doubtful  and  disputable  pro- 
position, a  proposition  which,  in  point  of  fact,  is  both  false 
and  mischievous,  introduced  under  the  guise  of  a  truism. 
The  two  meanings  may  be  separated  at  once  by  merely 
separating  the  two  terms  of  the  proposition.  What  sup- 
ports labour  is  capital,  what  employs  it  is  demand.  It  is 
against  the  last  proposition   Mr.  Mill  directs  his  attack.      I 

F 
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shall  first  quote  the  essential  parts  of  his  argument,  and 
then  proceed  to  lay  bare  the  fallacies  that  underlie  it 
*  Demand  for  commodities  is  not  demand  for  labour.  The 
demand  for  commodities  determines  the  direction  of  the 
labour,  but  not  the  more  or  less  of  the  labour  itself,  or  of 
the  maintenance  or  payment  of  the  labour.  These  depend 
on  the  amount  of  the  capital,  or  other  funds  directly 
devoted  to  the  sustenance  and  remuneration  of  labour. 

'  This  theorem  that  to  purchase  produce  is  not  to  employ 
labour ;  that  the  demand  for  labour  is  constituted  by  the 
wages  which  precede  the  production,  and  not  by  the  demand 
which  may  exist  for  the  commodities  resulting  from  the 
production  ;  is  a  proposition  which  greatly  needs  all  the 
illustration  it  can  receive.  It  is  to  common  apprehension 
a  paradox ;  and  even  among  political  economists  of  reputa- 
tion, I  can  hardly  point  to  any,  except  Mr.  Ricardo  and 
M.  Say,  who  have  kept  it  constantly  and  steadily  in  view. 
Almost  all  others  occasionally  express  themselves  as  if  a 
person  who  buys  commodities,  the  produce  of  labour,  was 
an  employer  of  labour  and  created  a  demand  for  it  as  really, 
and  in  the  same  sense,  as  if  he  bought  the  labour  itself 
directly,  by  the  payment  of  wages.  It  is  no  wonder  political 
economy  advances  slowly,  when  such  a  question  as  this  still 
remains  open  at  its  very  threshold.  I  apprehend  that  if  by 
demand  for  labour  be  meant  the  demand  by  which  wages  are 
raised  or  the  number  of  labourers  in  employment  increased, 
demand  for  commodities  does  not  constitute  demand  for 
labour.  I  conceive  that  a  person  who  buys  commodities  and 
consumes  them  himself  does  no  good  to  the  labouring  classes  ; 
and  that  it  is  only  by  what  he  abstains  from  consuming,  and 
expends  in  direct  payment  to  labourers  in  exchange  for  labour, 
that  he  benefits  the  labouring  classes,  or  adds  anything  to  the 
amount  of  their  employment' 

Mr.  Mill,  as  usual,  argues  his  case  by  illustrations  ;  these  are 
too  long  to  give  in  full.  I  shall  endeavour  to  give  the  sub- 
stance of  them.   In  the  first  illustration  he  supposes  a  demand 
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for  velvet,  but  no  capital  to  make  it ;  velvet  then  will  not  be 
made.     Next  he  supposes  capital,  but  no  demand,  still  velvet 
will  not  be  made ;  but  there  is  no  preference  on  the  part  of 
capital  for  making  velvet,  and  something  else  can  be  pro- 
duced which  is  in  demand  ;  or  if  there  is  no  outside  demand, 
the  capitalists  and  labourers  can  produce  something  to  supply 
their  own  wants.     Mr.  Mill  then  adds,  *  I  am  of  course  not 
taking  into  consideration  the  effects  of  a  sudden  change.     If 
the  demand   ceases  unexpectedly,  after  the  commodity  to 
supply  it   is   already  produced,   this   introduces   a  different 
element  into  the  question :    the   capital   has   actually   been 
consumed  in  producing  something  which  nobody  wants  or 
uses,   and   it  has  therefore   perished,  and   the  employment 
which  it  gave  to  labour  is  at  an  end,  not  because  there  is  no 
longer  a  demand,  but  because  there  is  no  longer  a  capital. 
This  case  therefore  does  not  test  the  principle.    The  proper 
test  is  to  suppose  that  the  change  is  gradual  and  foreseen,  and 
is  attended  with  no  waste  of  capital,  the  manufacture  being  dis- 
continued by  merely  not  replacing  the  machinery  as  it  wears 
out,  and  not  re-investing  the  money  as  it  comes  in  from  the 
sale  of  the  produce.    The  capital  is  thus  ready  for  a  new  em- 
ployment in  which  it  will  maintain  as  much  labour  as  before,' 
In  another  illustration,  he  says,  *  A  consumer  may  expend 
his  income  either  in  buying  services   or  commodities.     He 
may  employ  part  of  it  in  hiring  journeymen  bricklayers  to 
build   a  house,   or  excavators    to   dig    artificial    Canals,   or 
labourers  to  make  plantations  and  lay  out  pleasure  grounds  ; 
or  instead  of  that  he  may  expend  the  same  value  in  buying 
velvet    and  lace.     ...     I  contend   that,   however,  in  this 
last  case  he  does  not  employ  labourers  ;  but  merely  decides  in 
what  kind  of  work  some  other  person  shall  employ  them. 
The  consumer  does   not  with   his   own   funds   pay  to   the- 
weavers  and  lace-makers  their  day's  wages/    .     .     .  '  Suppose 
that  he  had  been  in  the  habit  of  expending  this  portion  of  his 
income  in  hiring  journeymen  bricklayers,  who  laid  out  the 
amount  of  their  wages  in  food  and  clothing,  which  were  also 
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produced  by  labour  and  capital.  He,  however,  determines  to 
prefer  velvet,  for  which  he  thus  creates  an  extra  demand. 
This  demand  cannot  be  satisfied  without  an  extra  supply,  nor 
can  the  supply  be  produced  without  an  extra  capital ;  where 
then  is  the  capital  to  come  from  ?  There  is  nothing  in  the 
consumer's  change  of  purpose  which  makes  the  capital  of  the 
country  greater  than  it  otherwise  was.  It  appears,  then,  that 
the  demand  for  velvet  could  not  presently  be  supplied,  were  it 
not  that  the  circumstance  that  gave  rise  to  it  has  set  at  liberty 
a  capital  of  the  exact  amount  required.  .  .  .  There  was 
capital  in  existence  to  do  one  of  two  things,  to  make  the 
velvet,  or  to  produce  necessaries  for  the  journeymen  brick- 
layers, but  not  to  do  both.  It  was  at  the  option  of  the  con- 
sumer which  of  the  two  should  happen  ;  and  if  he  chooses  the 

velvet  they  go  without  the  necessaries.* 

*  For    further  illustration  let   us  suppose  the   same  case 

reversed.  The  consumer  has  been  accustomed  to  buy  velvet, 
but  resolves  to  discontinue  that  expense,  and  employ  the 
same  annual  sum  in  hiring  bricklayers.  .  .  .  The  velvet 
manufacturer,  supposing  him  aware  of  the  diminished  demand 
for  velvet,  diminishes  the  production,  and  sets  at  liberty  a 
corresponding  portion  of  the  capital  employed  in  the  manu- 
facture. This  capital,  thus  withdrawn  from  the  maintenance 
of  velvet-makers,  is  not  the  same  fund  with  that  which  the 
customer  employs  in  maintaining  bricklayers ;  it  is  a  second 
fund.  There  are  therefore  two  funds  to  be  employed  in  the 
maintenance  and  remuneration  of  labour,  where  there  was 
only  one.  There  is  not  a  transfer  of  employment  from  velvet- 
makers  to  bricklayers  ;  there  is  a  new  employment  created  for 
bricklayers,  and  a  transfer  of  employment  from  velvet-makers 
to  some  other  labourers,  most  probably  those  who  produce 
the  food  and  other  things  which  the  bricklayers  consume.' 

*  The  proposition  for  which  I  am  contending  is  in  reality 
equivalent  to  the  following,  which  to  some  minds  will  appear 
a  truism,  though  to  others  it  is  a  paradox  :  that  a  person  does 
good  to  labourers,  not  by  what  he  consumes  on  himself,  but 
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solely  by  what  he  does  not  so  consume.  If  instead  of  laying 
out  ;^ioo  in  wine  and  silk,  I  expend  it  in  wages,  the  demand 
for  commodities  is  precisely  equal  in  both  cases  :  in  the  one  it 
is  a  demand  for  ;£^ioo  worth  of  wine  or  silk,  in  the  other,  for 
the  same  value  of  bread,  beer,  labourers'  clothing-;  fuel  and 
indulgences  ;  but  the  labourers  of  the  community  have  in  the 
latter  case  the  value  of  ;£'ioo  more  of  the  produce  of  the  com- 
munity distributed  among  them.  I  have  consumed  that  much 
less  and  made  over  my  consuming  power  to  them.  .  .  . 
In  the  case  supposed  I  do  not  necessarily  consume  less  ulti- 
mately, since  the  labourers  whom  I  pay  may  build  a  house  for 
me,  or  make  something  else  for  my  future  consumption.  But 
I  have,  at  all  events,  postponed  my  consumption,  and  have 
turned  over  part  of  my  share  of  the  present  produce  of  the 
community  to  labourers.'  * 

Mr.  Mill  instances,  as  exceptions  to  the  rule,  increased  em- 
ployment of  labourers  in  consequence  of  longer  hours  of 
labour,  and  the  development  of  industry  by  division  of  labour, 
which,  he  says,  is  rather  an  apparent  than  a  reaP  exception. 
He  also  says  the  demand  for  commodities  is  a  consideration 
of  importance  rather  in  the  theory  of  exchange  than  in  that 
of  production. 

These  extracts  will,  it  is  hoped,  give  a  sufficiently  clear 
conception  of  Mr.  Mill's  view  of  the  relations  of  capital  and 
demand  respectively  to  industry,  in  as  far  as  it  is  possible  to 
have  a  clear  conception  of  that  which  is  not  clear  at  all.  I 
do  not  think  Mr.  Mill's  argument  is  self-consistent,  or  that  he 
says  the  same  thing  throughout,  but  I  find  the  following 
fallacies  underlying  various  parts  of  Tiis  argument : — First, 
Confusion  between  capital  in  its  widest  sense,  natural  agents 
and  produced  capital,  and  in  the  restricted  sense  of  produced 
capital  only.  Second,  Confusion  between  real  capital,  or 
things  capable  of  being  used  for  the  support  of  industry,  and 

*  Mr.  Mill  docs  not  enter  on  the  the  delicate  question  how  long  the  consumption 
would  have  to  be  postponed  in  order  to  satisfy  his  theory  of  investment ;  but  I  do 
not  see  bow  it  can  be  short  of  for  ever. 
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capital  in  the  sense  of  Mr.  Mill's  definition  of  things  intended 
to  be  or  actually  so  used.  Third,  Complete  misconception  of 
the  meaning  of  the  term  demand.  The  truism  which  forms 
the  basis  of  the  whole  argument,  and  which  is  again  and 
again  repeated,  is  that  capital  (in  the  complete  sense,  not  in 
the  sense  implied  by  Mr.  Mill)  is  the  support  of  industry. 

The  result  of  all  this  confusion  of  premises  is  to  render 
exceedingly  obscure  and  unintelligible  a  subject  which,  though 
not  perfectly  simple,  can  be  made  perfectly  intelligible  even  to 
the  uninitiated  by  a  moderately  easy  explanation ;  and  to 
afford  ground  from  the  confusion  of  data  for  a  multitude  of 
false  inferences. 

I  shall  premise  a  brief  explanation  of  the  real  facts,  which 
will  render  the  work  of  criticism  easier,  and  the  result  more 
satisfactory.     Industry  is  supported  by  capital  in  the  widest 
sense,  including  natural  agents,  and  always  by  these  first  and 
principally.    When  the  supply  of  natural  agents  is  adequate, 
when  a  country  is  not  over-peopled,  or  its  territory  artificially 
restricted,  the   supply  of  produced   capital   indispensable  to 
industry  is  always,  unless  in   the   event  of  some  great  and 
unforeseen    natural   calamity,   such    as  famine,  or  external 
interference,     as    war,    more     than    adequate    to     employ 
the  whole  population.     All  that  is  needed  to  set  labourers 
to    work,    besides     a     supply    of    raw   material,    is     food, 
clothing,   and   shelter;    and   the  whole  population,  with    a 
few   accidental   exceptions,   is   ordinarily  fed,   clothed,    and 
sheltered.     The  exceptions,  moreover,  are  not  deprived  of 
necessaries  from  any  actual  deficiency  of  supply,  the  stocks 
of  necessaries  in  hand  being  amply  sufficient  to  provide  for 
them,  but  from  want  of  claim  on  these  stocks,  owing  to  their 
having,  from  physical  weakness  or  some  other  incapacity,  inhe- 
rent or  accidental,  as  an  inability  to  find  suitable  employment, 
been  unable  to  contribute  anything,  or  at  all  events,  an  adequate 
contingent  to  the  industry  of  the  community,  and  being  con- 
sequently deprived  wholly  or  partially  of  earning  power.    The 
whole  labour  of  a  community  is  never  required  for  the  pro- 
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duction  of  necessaries,  and  the  quantity  of  necessaries  pro- 
duced is  consequently  determined  solely  by  demand.     That 
part  of  the  industry  of  the  community  not  required  for  the 
production  of  necessaries  can  only  be  profitably  exercised  on 
what  Mr.  Mill  would  call  *  unproductive  labour/  or  on  what  he 
hates  equally,  and  regards  as  equally  unprofitable,  and  equally 
incapable  of  doing  good    to    labourers,   the  production   of 
luxuries.     Both  the  amount  and  the  direction  of  this  kind  of 
labour  also  is  regulated  solely  by  demand.     As  no  one  can 
consume  anything  until  he  has  earned  it,  unless  every  labourer 
is  to  be  engaged  in  producing  necessaries,  this  kind  of  labour 
is  as  much  a  necessity  as  the  production  of  necessaries  them- 
selves.    The  whole  stock  of  necessaries  is  in  the  hands  of  the 
labourers  who  produce  them,  and  of  those  by  whom  their 
industr>'  is  supported  ;  and  if  the  rest  of  the  community  would 
have  their  wants  supplied,  they  must  do  or  produce  some- 
thing which,  though  not  physically  necessary,  is  considered 
to  be,  and  may  be  in  a  very  high  degree,  beneficial  to  the 
direct  producers.    The    production    of   physical   necessaries 
cannot  possibly  be  hindered,  but  is  on  the  contrary  greatly 
promoted  by  this  collateral  service  or  production,  and  those 
who  are  engaged  in  it  are  quite  as  likely  to  be  doing  *  good 
to   labourers,'  as  those  who  are  engaged  in  producing  the 
direct  necessaries  of  physical  existence,  and  an  excess  in  one 
direction  of  production  is  as  injurious  to  the  proper  ends  of 
industry  as  an  excess  in  another.     The  supply  of  this  kind 
of  service  or  production,  like  the  supply  of  necessaries,  is 
r^^Iated  by  demand,  and    whatever    inconveniences    may 
result  from  an  excessive  demand  for  luxuries,  no  extrava- 
gance or  excess  of  *  unproductive  expenditure,'  not  supported 
by  robbery,*  can  check  or  diminish  industry,  seeing  that  what- 

*  Even  robbery  must  be  on  a  scale  so  large  as  to  affect  the  sense  of  security 
of  property  to  have  this  e£Fect.  It  is  evident,  however,  that  this  proposition  holds 
good  only  of  a  society  whose  industry  is  free.  If  the  actual  labourers  are  en- 
thralled or  oppressed  by  laws  so  unequal  as  to  give  an  immunity  to  those  who  con- 
trol them  against  the  natural  consequences  of  their  own  extravagance,  industry 
may  b«  greatly  restricted  by  prodigality. 
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ever  is  expended,  whether  productively  or  unproductively,  must 
first  be  earned,  and  the  greater  the  demand  for  unproductive 
expenditure,  the  greater  will  be  the  necessity  for  earning  the 
m^ans  to  sustain  it.  Suppose  the  service  is  that  of  an 
operatic  singer  who  earns  ;£'ioo-a-night  and  spends  the  whole 
of  it  unproductively.  The  desire  for  this  service  is  an  ad- 
ditional demand,  and  demand  being  the  measure  of  industr>', 
more  work  will  be  done  in  consequence  of  this  demand. 
The  amount  of  unproductive  service,  and  of  the  production 
of  luxuries,  and  the  ratio  between  these  and  the  production 
of  necessaries,  is  regulated  by  demand. 

The   circumstance  persistently  ignored   by  Mr.   Mill   and 
those  who  support  his  view  is,  that  the  organization   of  in- 
dustry on  a  competitive  basis,  that  is,  on  the  basis  of  private 
interest,  necessarily  places  a  large  proportion  of  the  available 
revenue  of  an  industrial  community  in  the  hands  of  classes 
very  limited  in  number,  and  that  this  revenue  can  only   be 
made  available  for  the  general  maintenance  of  the  community 
through  the  unproductive  expenditure   of  its   owners.      The 
natural  revenue  of  land  is  agricultural  produce,  and  without 
an   operation  of  exchange,   it  can  be  paid  in  nothing*  but 
agricultural   produce.     It    is    the    demand  for  other   things 
which  causes  the  landlord  to  receive  his  rent  in  gold    and 
expend   it  directly  or  indirectly  in  employing  labourers  to 
do  or  produce  these  things.      Suppose  the  landlord  not  to 
be  actuated  by  ordinary  motives  of  private  interest ;  suppose 
that  he  had  resolved  to  test  the  proposition  that  his  unpro- 
ductive expenditure  did  no  good  to  labourers,  and  that  he 
took  his  rent  in  grain,  collected  and  burnt  it ;  or  suppose  him 
to  be  a  foreign  potentate  who  took  the  grain  away  in  his  own 
ships,  it  is  evident  that  all  the  grain  available  for  the  support 
of  that  community  would  be  the  producers'  share.     Now,  as 
the   landlord   consumes  no   more  than   any  other  man,  his 
demand  for  other  commodities  sets  at  liberty  the  whole  of 
his  share  of  the  grain,  and  renders  the  whole  produce  avail- 
able  for   the    support   of  labourers   and  those   engaged   in 
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other  services  to  the  community.  But  let  us  suppose  this 
conversion  imperfectly  effected.  Suppose  the  landlord  is  a 
^r-  miser,  and  hoards  his  revenue.  He  receives  it  in  gold,  which  is 
in  quantity  as  niuch  as  his  share  of  the  grain  will  buy.  Year 
by  year  he  buries  this  treasure,  and  year  by  year  the  farmer 
has  to  export  as  much  grain  as  will  procure  a  fresh  supply 
of  it  Clearly  the  community  is  no  better  off  than  before. 
cfj".  Or  suppose  the  country  produces  gold,  then  the  number  of 
J.  labourers  who  consume  the  landlord's  com  are  employed  in 
,j,  providing  it  The  corn  now  supports  an  additional  number 
of  labourers,  but  there  is  no  other  product  but  the  buried 
gold.  If  the  landlord  now  spends  his  gold,  there  will  be  a 
supply  of  gold  in  the  community  without  producing  it, 
and  the  labourers  will  be  employed  in  producing  something 
else.  The  essential  matter  in  all  these  changes  is  clearly 
^ .  the  expenditure  of  the  landlord  ;  and  it  is  a  matter  of  indif- 
ference whether  he  employs  the  labourers  himself  or  whether 
they  are  employed  by  another,  say  the  farmer  who  grows 
the  com.  The  mechanical  operation  of  capital  is  in  either 
case  guided  by  the  active  agency  of  demand.  The  demand 
which  regulates  industry  is  not,  however,  a  known  or  ascer. 
tained,  but  a  calculated  or  anticipated  demand.  It  is  im- 
possible to  ascertain  the  exact  dimensions  of  a  prospective 
demand.  Hence  the  uncertainties  of  production.  These 
uncertainties,  accordingly,  are  not  removed  but  aggravated  by 
indiscriminate  investment  Labourers  are  never  left  unem- 
ployed from  a  want  of  disposition  on  the  part  of  capitalists 
to  employ  them  ;  they  are  often  unemployed  because  capi- 
talists do  not  know  how  to  employ  them  profitably,  and  this 
embarrassment  is  always  aggravated  by  a  struggle  to  obtain 
investments  for  capital,  because  this  struggle  always  increases 
the  danger  of  over-employment  in  some  directions.  That, 
however,  which  it  is  the  aim  of  capital  to  supply,  is  always 
effective  demand,  that  is,  demand  supported  by  the  power 
of  purchase.  For  the  whole  of  this  effective  demand  capital 
provides  without  preference.    It  will  scheme  and  speculate 
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as  readily  to  adapt  itself  to  the  earning  power  of  the  labourer 
as  to  the  revenue  of  the  capitalist  or  proprietor. 

All  that  part  of  Mr.  Mill's  illustrations  which  merely 
means  that  industry  is  dependent  on  the  mechanical  support 
of  capital,  not  in  any  restricted,  but  in  the  widest  sense,  may 
be  taken  for  granted  as  a  matter  of  course.  The  mischief 
lies  in  the  attempt  to  show  that  the  investment  of  capital  is 
or  can  be  independent  of  the  demand  for  commodities,  which, 
if  we  exclude  services  of  a  non-industrial  kind,  that  is,  not 
related  to  production  or  distribution,  is  identical  with  the 
demand  for  labour. 

The  distinction  which  Mr.  Mill  labours  to  establish  be- 
tween supporting  industry  directly  by  employing  labourers, 
and  indirectly  by  purchasing  commodities,  is  so  weak,  that  I 
am  sure  many  readers  will  be  greatly  embarrassed  to  know 
what  he  means  by  it.  I  have  myself  read  these  illustrations 
repeatedly,  without  being  able  to  discover  in  them  anything 
more  than  a  preference  for  the  employment  of  bricklayers 
over  the  manufacture  of  velvet.  The  whole  of  this  distinc- 
tion rests  on  the  partial  view  taken  of  demand,  which  is 
concealed  by  the  method  adopted  of  having  recourse  to  frag- 
mentary and  isolated  illustrations.  This  will  properly  be 
dealt  with  when  we  come  to  Mr.  Mill's  reservations  and  ex- 
ceptions, on  which  the  whole  case  really  turns ;  but  in  the 
meantime  we  may  take  a  glance  at  the  conduct  of  the  argu- 
ment itself.  When  Mr.  Mill  supposes  the  cases  of  a  capital 
to  make  velvet  but  no  demand,  and  says  *  but  there  is  no 
preference  on  the  part  of  capital  for  making  velvet,  and  some- 
thing else  which  can  be  produced  is  in  demand,'  he  simply 
begs  the  whole  question.  If  demand  for  commodities  is  not 
demand  for  labour,  we  are  entitled  to  assume  not  only 
that  there  is  no  demand  for  velvet,  but  that  there 
is  no  demand  for  anything  else.  Mr.  Mill  then  gives 
us  another  alternative,  the  legitimacy  of  which  we  shall 
presently  consider,  that  the  labourers  may  be  employed  in 
producing  something  for  themselves.     Taking    demand    in 
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Mr.  Mill's  own  sense,  this  is  the  necessary  result  to  which  his 
reasoning  reduces  us,  that  every  labourer  may  be  employed 
in  producing  exclusively  all  that  he  requires  for  his  own  con- 
sumption, without  detriment  to  the  power  of  capital  to 
employ  labour,  or  to  the  productiveness  of  industry.  The 
reservations,  as  we  shall  see,  trench  upon  this  position  so  far 
as  pretty  nearly  to  empty  it  of  all  meaning ;  but  beyond  this 
there  appears  to  be  no  meaning  at  all  in  the  illustrations. 

When  a  demand  ceases  suddenly,  Mr.  Mill  says  it  intro- 
duces a  different  element  into  the  question,  and  the  illustra- 
tion can  no  longer  test  the  principle.  I  think,  on  the  con- 
trary, it  does  test  the  principle,  which  is  ti^e  power  of  capital, 
not  to  support,  but  to  employ  industry,  independently  of 
demand.  Mr.  Mill's  insisting  upon  a  transitional  process  is 
altc^ether  unreasonable ;  for  what  this  process  actually  does 
is  to  bring  into  existence,  through  the  agency  of  demand, 
a  new  capital  in  place  of  one  which  has  become  useless 
through  the  cessation  of  demand.  The  capital,  Mr.  Mill 
says,  when  this  transitional  process  does  not  take  place,  has 
ceased  to  exist,  because  it  has  been  employed  in  producing 
something  which  nobody  wants.  But  suppose  that  after 
the  capital  had  *  ceased.to  exist,'  somebody  should  come  to 
want  the  commodity,  the  capital  would  come  into  existence 
again ;  so  that  we  have  here  the  strange  phenomenon  of  a 
demand  which  does  not  control  the  quantity  of  production, 
creating  and  destroying  the  capital  which  does  control  it. 
And  this  is  the  normal  and  specific  action  of  demand  upon 
capital  in  Mr.  Mill's  sense  of  the  term. 

Mr.  Mill's  double  illustration  with  the  reversed  cases  of 
the  velvet  and  the  bricks  has  a  curious  resemblance  to  the 
logic  of  a  conjuror.  Mr.  Mill  ought  to  have  suspected,  from 
the  identity  of  the  facts  of  the  two  cases,  that  his  reasoning 
concealed  a  fallacy.  Let  the  reader  peruse  these  cases 
again,  and  say  wherein  they  differ.  In  the  first  case,  the 
man  turns  the  sum  he  had  employed  in  hiring  bricklayers 
to  buying  velvet,  and  in  the  second  he  turns  the  sum  he 
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had  employed  in  buying  velvet  to  hiring  bricklayers.  In 
the  first  case,  when  the  evolution  is  completed,  no  additional 
employment  has  been  given  to  labour,  but  the  same  employ^ 
ment  is  given.  In  the  second  case  additional  employment 
is  given  to  labour.  If  the  cases  are  converse,  ought  not 
Mr.  Mill  to  have  maintained  that  as  much  less  employ- 
ment is  g^ven  in  the  first  case  as  there  is  more  given  in 
the  second  1  Why,  it  would  be  an  easy  matter  in  this  way 
to  increase  employment,  for  one  would  only  have  to  em- 
ploy a  given  revenue  alternately  at  due  intervals  of  evolution, 
in  purchasing  commodities  and  hiring  labourers.  Every 
time  the  revenue  was  employed  in  hiring  there  would  be 
an  extension  of  employment,  and  when  it  was  transferred 
to  commodities  again,  the  transition  would  be  effected  with- 
out retrenchment  The  transitional  process,  however,  in  this 
case,  as  in  the  preceding,  is  purely  fictitious  and  absurd. 
There  is  no  such  thing  as  a  withdrawal  of  demand  from 
one  kind  of  production,  such  that  the  capital  may  be 
transferred  intact  to  another.  Mr.  Mill  might  as  well 
suppose  the  removal  of  one  of  the  planets  without  affecting 
the  movements  of  the  solar  system.  What  wduld  actually 
happen  in  the  case  supposed,  would  be  that  part  of  the 
capital  employed  in  manufacturing  the  velvet  would  be 
lost  owing  to  the  failure  of  demand,  and  part  would  be 
transferred  to  other  industries,  where,  as  the  mere  circum- 
stance of  its  presence  would  not  create  a  new  demand,  it 
would  tend  to  diminish  the  profits  of  other  capitals.  If  the 
industries  into  which  it  entered  were  rising,  it  would  check 
the  rise  of  profit,  and  tend  to  arrest  the  progress  towards 
them  of  other  capital ;  if  they  were  declining  it  would 
accelerate  their  decline. 

It  is  curious  that  in  these  transitional  hypotheses  Mr.  Mill 
does  injustice  to  the  real  power  of  capital.  We  have  seen 
that  Mr.  Mill  regards  the  power  of  purchase  as  synonymous 
with  the  possession  of  real  capital  for  any  particular  end. 
It  is  not  so.    The  way  in  which  capital  acts  on  demand 
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is  as  a  drag  or  dead-weight.  The  operations  of  exchange 
have  no  effect  upon  the  actual  productive  powers  of  a 
community  at  a  given  time.  They  may  cause  some  of 
these  powers  to  come  into  operation,  and  others  to  rest 
in  abeyance,  but  this  is  all  they  can  do ;  and  wherever  there 
is  a  strong  set  of  exchange  in  one  direction,  this  very  fact 
defeats  its  power  of  accomplishing  its  purpose.  If  an  indi- 
vidual wishes  to  get  rid  of  his  cotton  mill,  he  may  easily 
do  so  ;  but  if  a  community  wishes  to  get  rid  of  its  cotton 
mills,  it  becomes  impossible  to  dispose  of  one  of  them. 
What  the  community  can  do  and  does,  when  such  a  transi- 
tion of  demand  takes  place,  is  to  let  the  cotton  mills  alone 
and  take  to  producing  something  else. 

The  fallacy  of  Mr.  Mill's  argument  may  further  be  shown 
by  asking,  in  the  case  where  he  finds  an  increase  of  employ- 
ment, where  he  gets  his  labour  ?  The  mere  change  of  mind  of 
a  particular  capitalist  as  to  how  he  shall  employ  his  capital 
makes  no  change  in  the  real  capital  of  the  country,  however 
it  may  do  with  the  Millian  capital ;  and  it  does  not  make  any 
change  in  the  amount,  though  it  may  make  various  changes 
in  the  direction  of  the  demand.  There  is  therefore  no  cause, 
except  in  the  supposed  existence  of  two  capitals,  which  has 
already  been  shown  to  be  illusory,  why  additional  labourers 
should  be  employed.  But  assuming  the  additional  employ- 
ment, the  question  is,  Where  are  the  labourers  to  come  from  ? 
We  are  entitled  to  suppose  all  the  labourers  in  the  country 
already  employed,  and  in  this  case  there  are  only  two  sources 
from  which  additional  labourers  can  be  got.  They  must 
either  be  taken  from  other  occupations,  or  they  must  be 
imported.  In  the  former  case  there  will  be  no  additional 
employment.  It  may  be  said,  however,  that  this  additional 
demand  for  labourers  will  raise  wages :  but  if  the  two 
capitals  are  to  compete  with  each  other  for  labour,  they 
will  simply  eat  their  heads  off,  and  there  will  be  only  one 
capital  left ;  that  is  to  say,  capital  will  fall  to  its  former  ratio 
to  demand.     In  the  second  case  it  is  plain  that  additional 
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labourers  having  been  imported  from  the  mere  accidental 
circumstances  of  an  additional  artificial  capital  seeking  for 
employment,  an  additional  burden  has  been  given  to  the  real 
capital  of  the  country  to  support,  and  an  additional  strain  has 
been  put  on  the  struggle  of  labourers  for  subsistence.  But 
we  may  suppose  the  bricklayers  were  unemployed.  Then  we 
arrive  at  the  beautifully  simple  proposition  that  when  there 
are  unemployed  labourers  in  the  market,  the  efficacious 
remedy  is  to  withdraw  capital  from  the  purchase  of  commo- 
dities, and  invest  it  in  the  employment  of  labourers,  regard- 
less of  the  demand  for  commodities.  It  is  no  wonder  that 
Political  Economy  does  not  advance  when  such  stumbling- 
blocks  to  those  who  possess  a  practical  knowledge  of  the 
working  of  the  institutions  it  professes  to  expound  are  found 
lying  across  its  threshold.  Mr.  Mill  observes  that  if  the 
purchase  of  commodities  gives  employment,  it  would  be  un- 
reasonable to  ask  us  to  pay  poor-rates ;  but  Mr.  Mill  is 
grievously  mistaken  in  supposing  that  the  necessity  for  poor- 
rates  arises  from  the  want  of  capital  to  employ  labour. 
There  is  seldom  more  capital  lying  idle  than  when  poor- 
rates  are  heaviest ;  and  if  capitalists  only  knew  what  com- 
modities would  be  purchased,  they  would  soon  employ  all 
the  labourers  who  were  willing  to  be  employed.  The  fright 
that  people  take  in  an  industrial  crisis,  and  their  eagerness 
to  retrench  expenditure,  has  undoubtedly  a  powerful  effect 
in  protracting  the  crisis. 

In  the  remarks  which  follow  this  double  illustration,  Mr. 
Mill  approaches  nearer  to  common  sense  than  in  any  other 
part  of  his  exposition.  The  unusual  variety  of  wording  into 
which  he  finds  it  necessary  to  put  this  proposition  plainly 
shows  his  uneasiness  about  it,  and  although  he  says  this  is 
*  saying  in  other  words,'  or  *  is  equivalent  to,'  it  by  no  means 
follows  that  these  various  wordings  mean  the  same  thing. 
When  he  says  *  that  a  person  does  good  to  labourers,  not  by 
what  he  consumes  on  himself,  but  solely  by  what  he  does  not 
so  consume,'  if  he  means  merely  that  the  coat  a  wealthy 
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consumer  wears  is  not  worn  by  a  labourer,  at  least  until  he 
is  done  with  it,  that  the  wine  he  drinks  is  not  drunk  by  a 
labourer,  and  that  the  house  in  which  his  family  lives  does 
not  accommodate  the  family  of  a  labourer,  unless  one  of  the 
labourer's  daughters  should  happen  to  be  a  domestic  servant 
in  it,  he  is  undoubtedly  right,  though  the  demand  of  every 
consumer,  by  facilitating  the  production  of  commodities,  does 
tend,  in  normal  circumstances,  to  render  their  acquisition  easier 
to  other  consumers,  while  in  abnormal  circumstances,  when  a 
commodity  is  scarce,  the  demand  of  the  wealthy,  by  absorb- 
ing the  supply,  tends  to  exclude  the  poor.  But  what  of 
all  that  part  of  a  wealthy  consumer's  means  which  he  is 
unable  to  consume  himself,  and  that  part  of  which,  as 
Mr.  Mill  says,  he  is  'robbed*  by  persons  of  parsimonious 
habits  ? 

We  now  come  to  Mr.  Mill's  reservations  and  exceptions. 
It  is  one  of  the  great  defects  of  Mr.  Mill's  system  that  hardly 
any  of  his  generalizations  are  free  from  reservations  and 
exceptions,  and  that  these  reservations  in  general  include  the 
most  fatal  objections  to  his  generalizations,  and  are  in  fact 
destructive  of  their  principle.  Reservations  are  in  them- 
selves contrary  to  the  nature  of  generalization  ;  and  when  a 
writer  makes  generalizations,  subject  to  reservations,  it  shows 
that  he  has  not  reached  the  point  of  view  for  making  a  true 
generalization  at  all.  That  this  is  the  case  with  Mr.  Mill  is 
not  altogether  his  own  fault  He  found  his  generalizations 
made  by  his  predecessrs,  and  had  to  defend  them  against 
the  attempts  to  which  a  comparison  with  the  actual  facts 
exposed  them.  In  doing  this  he  draws  lines,  and  makes 
entrenchments,  and  fortifies  a  camp  in  the  centre  of  the  posi- 
tion he  is  prepared  to  defend.  I  do  not  say  that  he  exhibits 
'  any  want  of  skill  in  his  engineering.  Every  reservation  turns 
aside  some  unskilful  attack,  but  all  this  labour  is  for  the 
obstruction,  not  for  the  advance  of  science,  and  all  such 
works  are  destined  ultimately  to  yield  to  the  superior  resources 
of  the  attack.     It  is  unfortunate,  moreover,  that  Mr.  Mill, 
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with  all  the  materials  for  a  true  generalization  lying  under 
his  hand,  often  fails  to  make  it 

Mr.  Mill,  as  I  have  said,  fails  to  appreciate  the  meaning  of 
the  term  demand  ;  and,  what  is  more,  he  fails  to  appreciate 
the  thing  itself  represented  by  that  term,  and  its  place,  not  in 
the  system  of  economy  merely,  but  in  the  organization  of 
industry,  whether  under  the  principle  of  private  interest  or  anj' 
other  principle*  In  his  chapters  on  Demand  and  Supply  and 
Cost  of  Production,  he  says  the  value  of  commodities  the  pro- 
duction of  which  is  capable  of  indefinite  increase,  is  only  tem- 
porarily regulated  by  supply  and  demand,  and  permanently 
by  the  cost  of  production.  If  he  had  understood  the  meaning 
or  operation  of  supply  and  demand  he  would  have  seen  that, 
in  as  far  as  commodities  tend  to  exchange  in  the  ratio  of  their 
cost  of  production,  it  is  through  the  operation  of  supply  and 
demand  that  they  do  so,  and  that  imperfectly  as  the  ratio  is 
maintained,  it  is  only  by  adapting  the  supply  of  commodities 
to  the  demand  for  them  that  it  is  maintained  at  all.  What,  in 
fact,  but  the  demand  limits  the  supply  of  a  commodity, 
when  it  can  be  indefinitely  produced  > 

In  the  present  case  Mr.  Mill's  observation  that  the  demand 
for  commodities  is  a  consideration  of  importance  rather  in 
the  theory  of  exchange  than  in  that  of  production  is  the  turn- 
ing point  of  the  whole  question.  If  Mr.  Mill  intended  in  his 
illustrations  to  take  a  view  of  the  conditions  of  production  apart 
from  those  of  exchange,  he  has  made  a  singularly  obscure 
and  confused  attempt  to  do  so.  For  my  part  I  do  not  see 
that  this  kind  of  anatomical  analysis  can  be  otherwise  than 
misleading,  until  the  actual  working  of  the  whole  organization 
has  been  studied  ;  but  if  it  is  made,  it  should  be  made  cor- 
rectly. Now,  in  making  this  distinction  between  exchange 
and  production,  Mr.  Mill  has  simply  split  demand  into  two 
sections,  and  ignored  one  of  them  altogether. 

Suppose  we  assume  every  labourer  to  work  independently, 
without  co-operation  with  others,  and  for  the  supply  of  his 
own  wants  alone,  and  this  is  the  only  organization  of  indus- 
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try  we  can  have  without  exchange,  what  will  determine 
either  the  quantity  or  direction  of  his  labour  but  the  demand 
for  it  ?  We  see,  then,  that  demand  begins  with  production, 
and  must  regulate  it,  whether  through  exchange  or  without  it. 
And  in  the  ordinary  organization  of  industry,  what  is  the 
demand  for  a  commodity  ?  Not  the  demand  of  purchasers 
exclusively  of  that  of  producers,  but  the  demand  for  the 
whole  quantity  produced,  whether  for  the  use  of  the  pro- 
ducers or  of  their  customers. 

Mr.  Mill  speaks  of  rushing  at  once  into  the  complexity  of 
concrete  phenomena.  We  have  now  seen  the  result  of  begin- 
ning with  the  examination  of  simple  cases.  I  understand  a 
fundamental  proposition  on  a  subject  to  be  either  something 
that  may  be  inferred  from  the  definition  of  thfe  terms,  or  that 
is  deduced  from  a  previous  statement  of  acknowledged  element- 
ary facts.  Mr.  MilFs  fundamental  propositions  are  of  neither 
kind,  but  involve  opinions  on  disputed  questions,  the  discus- 
sion of  which  requires  a  wide  acquaintance  with  the  facts  of 
industrial  life,  and  a  severe  study  of  economical  theories,  and 
Mr.  Mill's  readers  are  expected  to  receive  these  propositions 
under  penalty  of  rejecting  truisms.  What  can  a  tyro  in 
economy  tell  about  doing  good  to  labourers,  or  of  the  effects 
of  capital  in  increasing  or  diminishing  employment,  in  raising 
or  lowering  wages  ?  But  it  is  not  the  learner  only  that  such 
a  method  affects.  Mr.  Mill's  reasoning  always  gives  one  the 
impression  that  his  premises  are  derived  from  his  conclusion, 
and  not  the  conclusion  from  the  premises.  You  feel  as  if  it 
were  only  the  return  journey  you  were  making  in  his  company 
from  fact  to  theory,  and  the  result  of  this  subverted  method 
is  that  when  he  comes  to  deal  with  real  facts,  with  the  actual 
data  of  experience,  his  conclusions  are  no  longer  such  as 
ought  to  flow  from  his  theoretical^rinciples.  In  book  i., 
chap.  II,  sec.  4,  he  speaks  of  countries  in  which  the  average 
strength  of  the  desire  to  accumulate  surpasses  the  standard 
which  reason  and  sober  calculation  would  approve,  and  where 
the  great    amount    of   capital    seeking    investment   excites 
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astonishment,  and  these  countries  are  precisely  those  in 
which  competitive  industry  has  had  the  greatest  liberty  to 
develop  itself  according  to  its  own  laws,  namely,  the  most 
prosperous  countries  of  Europe,  particularly  England  and 
Holland.  In  regard  to  these  countries  he  says  explicitly  that 
the  limitation  of  industry  does  not  depend  on  capital  or 
labour,  but  on  the  properties  of  land.  What  then  becomes 
of  the  indefinite  power  of  capital  to  afford  additional 
employment  or  additional  remuneration  to  labour  ? 


BOOK    I.— CHAPTER    III. 

ON  DEMAND. 

'  I  ^HE  preceding  chapters  will  perhaps  have  sufficed  to 
-*•  cast  some  doubt  on  the  beneficial  agency  of  the 
popular  economical  virtues  of  indiscriminate  parsimony  and 
indefinite  accumulation,  confirmed  as  they  are  by  the 
ordinary  teaching  of  economy.  It  is  not  to  be  expected, 
however,  that  prepossessions  rooted  in  individual  interest 
and  long  enjoying  the  sanction  of  scientific  authority,  will 
yield  to  any  general  argument,  however  strong  ;  and  we 
shall  still  have  to  follow  in  detail  the  results  of  these 
habits  throughout  the  working  of  our  industrial  organiza- 
tion, and  to  indicate  their  specific  results.  This  will  lead 
us  into  an  examination  of  the  growth  and  limits  of  pro- 
duction and  accumulation,  and  of  the  complementary 
phenomena  of  consumption  under  various  conditions  of  in- 
dustrial development.  Before  entering  on  this  examination, 
it  will  be  indispensable  that  we  should  familiarize  ourselves 
somewhat  with  the  processes  of  industry,  and  especially 
with  the  working  of  the  great  regulating  power  by  which 
these  processes  are  controlled,  competition.  Without  this 
attention  to  the  actual  working  of  industrial  processes, 
that  which  is  contained  in  a  generalization  can  never  be 
rightly  understood,  and  the  neglect  of  this  practical  know- 
ledge, or  the  too  careless  assumption  that  it  is  already 
possessed  by  inquirers  or  speculators  in  economy,  has  led 
to  much  error  both  in  the  data  and  applications  of  the 
science.  There  is  nothing,  perhaps,  in  which  economists  of 
the  orthodox  school  pride  themselves  more  than  in  their 
thorough  comprehension   of,   and  belief  in,  the   tendencies 
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of  competition,  yet  there  are  few  things  less  understood 
even  by  professed  economists  than  the  actual  working  of 
competition.  It  will  therefore  claim  a  large  share  of  our 
attention. 

It  is,  however,  desirable  that  we  should  keep  before  us 
some  distinct  notion  of  an  end  in  our  inquiries,  and  this 
chapter  is  intended  to  indicate  generally  what  that  end 
should  be.  Now  the  end  of  economy  is  contained  in  the 
exposition  of  the  term  demand. 

We  have  seen  that  the  demand  which  it  is  the  aim  of 
competitive  industry  to  supply  is  the  effective  demand,  but 
what  is  effective  demand  but  the  demand  rendered  effective 
by  industry  itself?  If  we  confine  our  attention,  then,  to 
this  demand  as  the  proper  end  of  industry,  we  make 
industry  a  law  to  itself,  and  this  is  precisely  what  econo- 
mists, by  their  common  method  of  treatment,  do.  The 
whole  question  of  consumption  is  by  this  view  resolved 
into  a  simple  proposition,  and  affords  no  further  scope  for 
inquiry  or  speculation.  Consumption  is  determined  by  the 
power  of  consuming,  limited  by  the  desire  of  accumulation. 
Thus  the  investigations  of  Political  Economy  come  to  turn 
wholly  on  the  production,  distribution,  and  accumulation 
of  wealth,  consumption  being  merely  a  process  which 
supplies  a  necessary  residuum  of  data.  While  consumption 
or  the  enjoyment  of  wealth,  moreover,  may  be  formally 
recognized  as  the  end  of  production,  it  inevitably  happens 
also  that,  the  attention  of  economists  being  so  much 
more  turned  to  the  means  of  developing  industry,  con- 
sumption or  enjoyment  itself  should  come  to  be  r^arded 
by  them  with  some  measure  of  contempt,  as  interfering 
with  the  much  more  ostensible  means  of  promoting  this 
object,  accumulation.  Thus  industry  becomes  not  only  a 
law  but  an  end  to  itself;  and  even  the  self-created  end 
of  a  consumption  determined  by  industry,  gives  place  to 
the  promotion  of  its  own  maintenance  and'  growth.  If 
we  look  at    the    prevailing  sentiments    of  the    classes   by 
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whom  industry  is  controlled,  we  shall  find  that  this  is 
substantially  the  view  they  take  of  it.  Where  is  the  man 
who  pursues  industry  merely  for  the  sake  of  a  decent 
maintenance,  and  not  for  the  acquisition  of  power,  and 
who  does  not  take  an  independent  delight  in  the  control  of 
constantly  extending  operations  ?  Every  merchant  or  manu- 
facturer, apart  from  the  desire  of  increasing  his  means  of 
maintenance,  would  like  to  absorb  the  whole  of  his  own 
trade,  and  then '  seek  outlets  for  his  superfluous  capital  in 
half-a-dozen  collateral  branches  of  industry.  Nor  is  it 
merely  the  private  and  perhaps  unconscious  pursuit  of 
individual  interest  that  takes  this  bent :  the  public  opinion 
of  the  mercantile  classes  and  of  mercantile  communities 
generally  exalts  industry  to  a  place  almost  on  a  level  with 
religion  in  the  r^ards  of  men,  and  no  crime  against 
society,  not  even  impiety  itself,  entails  more  disgrace  than 
indifference  to,  or  neglect  of,  the  maxims  which  inculcate  a 
diligent  pursuit  of  wealth. 

Now  it  is  very  clear  that  the  interest  of  society  in  this 
respect  is.  not  reconcilable  with  the  interest  of  the 
individual.  It  is  not  for  the  interest  of  society  that  any 
individual  should  get  all  the  power  or  all  the  wealth  he 
desires.  May  we  not  go  farther  and  say,  it  is  not  for  the 
interest  of  society  that  individuals  should  always  get  all 
the  wealth  they  are  able  to  procure?  Clearly,  at  all 
events,  the  individual  and  the  common  interests  are  dis- 
tinct, and  therefore  they  demand  distinct  inquiries.  We 
have  seen  that  individual  irterest  does  not  require  the 
patronage  or  the  advice  ol  economists.  Its  virtues  are 
easily  learned  and  commonly  practised,  and  if  in  some 
cases  they  are  neglected,  it  is  in  cases  where  no  advice 
would  be  available,  because  the  neglect  does  not  result 
from  ignorance,  but  from  the  prevalence  of  opposing 
interests.  Are  we  then  to  conclude  that  in  the  struggle 
and  opposition  of  individual  interests,  the  common  interest 
b  exclusively  triumphant  ?      This    is  the  theory  of  those 
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who  exalt  competition  as  the  supreme  law  of  industry, 
and  this  will,  in  our  subsequent  investigation,  be  tested  by 
its  bearing  on  industrial  progress  itself ;  but  there  are  other 
reasons  besides  those  derived  from  industrial  interests  for 
rejecting  this  conclusion.  Assuming  that  within  the  domain 
of  industry  competition  accomplished  all  that  its  advocates 
claim  for  it,  are  we  to  regard  the  sentiments  to  which 
we  have  referred  as  a  just  estimate  of  the  position  of 
industry  among  human  concerns  ?  Or,  if  we  lay  aside 
this  assumption,  are  the  manifest  results  of  the  competitive 
system  in  the  distribution  of  wealth  such  as  to  warrant 
unqualified  satisfaction  ?  If  not,  we  are  bound  to  main- 
tain distinct  the  two  ends  of  common  and  individual 
interest  until  full  demonstration  is  made  of  their  identity. 

Now,  those  two  ends  are  represented  by  two  distinct 
senses  of  the  term  demand.  If  we  take  effective  demand 
as  the  terminus  of  our  investigations,  we  acknowledge  the 
supremacy  of  individual  interest ;  if  we  take  real  demand, 
that  is  to  say,  the  demand  for  things  intrinsically  useful 
in  the  degree  of  their  usefulness,  not  in  the  measure  of  the 
power  to  acquire  them,  we  recognize  the  supremacy  of  the 
common  interest 

There  is  no  question  that  the  former  of  these  is  the 
common  standard  of  political  economists,  though  the  latter 
may  be  occasionally  and  irregularly  appealed  to.  Even 
John  Stuart  Mill,  with  all  his  hatred  of  luxury  and  un- 
productive expenditure,  says,  *  Political  Economy  has  nothing 
to  do  with  the  comparative  estimation  of  different  uses  in 
the  judgment  of  a  philosopher  or  a  moralist'  This  is  in 
the  chapter  on  Value,  and  is  an  illustration  of  the  mischief 
done  by  attempting  to  tie  down  words  to  single  meanings. 
This  assertion  is,  however,  very  far  from  being  in  accord- 
ance with  Mr.  Mill's  own  practice.  He  is  much  more 
chargeable  with  the  opposite  and  more  excusable  error  of 
treating  Political  Economy  as  a  moralist  The  introduction 
of  moral  reasoning  into   Political  Economy  vitiates  its  con- 


CHAP.  III.]  ON   DEMAND.  103 

elusions  and  renders  them  inoperative,  because  the  subject 
of  inquiry  is,  not  what  ought  to  be  done,  but  what  will 
be  done ;  but  the  introduction  of  moral  ends  cannot  be 
inadmissible,  for  the  whole  of  human  conduct  ought  to 
be  subject  to  moral  laws,  and  the  highest  aim  of  every 
department  of  social  or  political  science,  must  be  to  bring 
it  into  accordance  with  morality.  Even  then,  if  it  should  be 
shown  that  individual  interest  does  in  all  respects  harmonize 
with  the  common  interest,  it  would  still  be  the  common 
interest  that  would  be  the  proper  end  of  economy. 

It  is  only  by  taking  demand  in  the  sense  of  the  desire  for 
that  which  is  intrinsically  useful,  ^nd  in  the  degree  of  its 
utility,  that  Political  Economy  becomes  a  science  ;  for  it  is 
thus  only  that  it  is  reconciled  with  other  sciences,  and  sub- 
ordinated to  the  common  laws  which  harmonize  the  various 
sciences  into  a  complete  system  of  philosophy  or  universal 
pursuit  of  truth.  An  inquiry  into  the  series  of  compensations 
by  which  a  universal  and  eager  pursuit  of  private  advantage 
in  the  acquisition  of  material  wealth  may  have  become  sub- 
ordinate to  the  general  growth  of  wealth  and  luxury,  may  be 
a  curious  and  interesting  speculation,  but  it  is  a  problem,  not 
a  science.  It  ranks  on  a  level  with  the  calculation  of  the 
doctrine  of  chances  with  reference  to  such  games  as  roulette  or 
rouge  et  noir.  But  if  we  take  demand  in  its  true  acceptation, 
it  serves  as  a  standard  for  economy  both  in  its  internal  govern- 
ment and  in  its  external  relations.  The  true  demand  is  the 
measure  of  the  efficiency  of  the  effective  demand ;  it  is  the 
measure  also  of  the  place  of  economy  among  sciences.  Human 
wants  and  interests  are  not  limited  to  the  acquisition  of 
material  wealth,  and  never  will  economy  be  worthy  of  the  name 
of  a  science  till  it  seriously  entertains  the  question  of  the 
relative  value  of  this  pursuit,  and  its  proper  place  as  con- 
tributing to  and  not  interfering  with  higher  ends. 

Effective  demand  also  requires  some  explanation.  The 
demand  for  any  commodity  at  a  given  time  is  not  a  constant 
quantity.     It  depends  on  the  conditions  on  which  the  com- 
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modity  can  be  supplied.  To  lower  the  price  of  a  commodity 
always  increases  the  effective  demand  for  it ;  but  this  is  not 
owing  to  any  real  increase  in  the  extent  of  the  demand,  but 
only  to  the  development  of  a  latent  demand,  to  the  rendering 
effective  of  a  demand  previously  ineffective.  There  is,  how- 
ever, another  way  in  which  the  effective  demand  for  a 
commodity  may  be  increased,  namely  by  an  increase  in 
the  actual  extent  or  strength  of  the  demand  ;  so  that  a 
larger  demand  may  become  effective  without  any  diminu- 
tion, or  even  notwithstanding  a  rise  of  price.  These  two 
modes  of  increasing  an  effective  demand  are  very  different 
both  in  their  nature  and  consequences,  and  require  to  be 
carefully  distinguished  from  each  other;  but  as  both  are 
called  an  increase  of  effective  demand,  they  are  liable  to 
be  confounded  The  latter  is  properly  an  increased  de- 
mand, the  former  only  a  lowering  of  the  standard  of  efficiency 
of  the  demand.  When  we  speak,  therefore,  of  an  increased, 
diminished,  or  stationary  demand,  we  shall  understand  an 
increase,  diminution,  or  persistence  of  the  actual  streiigth, 
or  possible  extent  of  the  demand ;  when  wc  speak  of  an  in- 
crease or  diminution  of  the  effective  demand,  we  shall  under- 
stand a  chang-e  in  the  standard  of  efficiency  due  to  an 
alteration  in  the  conditions  of  supply,  and  not  of  the  strength 
of  demand. 


BOOK  II.— ON  COMPETITION. 


CHAPTER    I. 

ON   THE  NATURAL  CONDITIONS  OF  PRODUCTIVE 

COMPETITION. 

THE  phenomena  of  competition  afTord  a  superficial  view 
of  the  forces  engaged  in  industry;  but  for  this  very 
reason   they  afford   the  best    introduction  to  the  study  of 
economy.     They  present  a  broad  and  general  view  of  industrial 
facts,  which,  if  carefully  studied,  cannot  but  lead  down  to 
the  roots  of  the  science ;  to  the  discovery  of  the  laws  and 
principles  by  which  those  facts  are  governed.     It  is  only  by  a 
broad  observation  of  the  concrete  realities  which  form  the 
siibject  matter  of  a  science,  that  imperfect  and  inadequate 
generalizations  can  be  avoided.    The  method  recommended 
by  John  Stuart  Mill,  of  beginning  with  simple  cases,  would 
be    very    well,  if   all    the  cases  we  had   to  consider  were 
parallel ;    but    as  the  real    cases  from  which  the    laws  of 
industry  have  to  be  deduced  cross  and  traverse  each  other 
in  every  direction,  the  result  of  drawing  our  conclusions  from 
simple  cases  is  to  leave  us  in  simple  ignorance.    We  have 
already  seen  that  generalizations  in  economy  which  are  pro- 
ductive of  very  injurious  consequences,  are  due  to  the  method 
of  generalizing  from  the  experience  of  individuals.    Because 
an   individual    who  wishes  to    grow  rich  is  laborious  and 
parsimonious,  it  is  concluded  that  the  riches  of  a  community 
consist  in  the  same  virtues.    But  It  is  forgotten  in  this  analogy 
that  both  the  circumstances  and  the  wants  of  the  community 
differ  from  those  of  the  individual.    The  parsimony  of  the 
individual  as  a  means  of  accumulating  wealth,  is  favoured 
by  the  prodigality  of  other  individuals ;  so  that  he  has  no 
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difficulty  in  disposing  of  what  he  accumulates.  The  com- 
munity is  differently  circumstanced,  and  if  it  accumulates 
what  it  does  not  want,  it  accumulates  so  much  waste.  The 
motive  for  accumulation  in  the  case  of  the  individual,  also, 
differs  from  that  in  the  case  of  the  community.  The  indi- 
vidual accumulates  not  merely  to  supply  his  own  wants, 
but  to  give  him  power  over  others.  The  community  has 
no  real  object  in  accumulating,  beyond  providing  such  a 
reserve  for  the  supply  of  its  current  wants  as  will  enable  it  to 
carry  on  its  industry  without  interruption.  The  phenomena 
of  competition  show  that  individual  impulses  in  this  and 
other  respects  are  mutually  destructive  ;  and  had  John  Stuart 
Mill  begun  with  the  study  of  these  phenomena,  he  would  not 
have  had  to  say  and  unsay  what  he  has  said  of  the  dependence 
of  industry  on  capital  accumulated  by  parsimony. 

The  notice  taken  by  economists  of  competition  is  usually 
confined  to  a  few  abstract  generalizations  of  its  final  results, 
or  to  indiscriminate  eulogy  of  its  beneficial  tendencies.  This 
neglect  to  observe  and  record  the  details  of  its  operations  can- 
not, however,  be  ascribed  to  any  deficiency  in  the  instruction, 
whether  theoretical  or  practical,  which  they  are  capable  of 
affording. 

Competition  operates  upon  industry  at  every  stage  in  many 
different  ways,  supplying  the  motive  force  in  every  process  of 
its  development,  and  originating  tendencies  to  action  the  most 
various  and  conflicting.  It  is  always,  however,  a  motive  force 
deriving  its  energy  from  individual  interest,  and  by  this  funda- 
mental attribute  the  balance  of  its  tendencies  is  determined. 
An  exhaustive  analysis  of  a  force  so  various  in  origin  and  so 
diverse  in  operation,  would  be  an  endless  and  impracticable 
task  ;  but  there  are  certain  well-defined  and  prominent  ten- 
dencies of  competition  demonstrated  by  experience,  and  of 
these  it  behoves  the  economist  to  give  a  circumstantial 
account 

Perhaps  the  most  prominent  and  conspicuous  series  of 
operations  of  competition,  and  the  first,  therefore,  of  which  we 
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shall  take  account,  is  that  which  regulates  the  price  of  parti- 
cular commodities.  Economists  inform  us  that  this  takes  place 
by  the  adjustment  of  the  supply  to  the  effective  demand  ;  but 
they  do  not  usually  direct  our  attention  to  the  cost  of  the 
process  by  which  this  result  is  produced.  The  cost  of  indus- 
trial processes  is  nevertheless  a  proper  subject  of  economical 
investigation.  There  is  no  doubt  that  competition  renders  great 
services  to  industry,  but  it  does  not  follow,  previous  to  investi- 
gation, that  the  amount  of  service  rendered  bears  a  constant 
ratio  to  the  cost  at  which  it  is  rendered  ;  and  if  there  is  no  such 
uniformity  in  the  ratio  of  the  cost  to  the  service,  it  becomes 
an  inquiry  of  importance  how  we  may  have  the  greatest 
amount  of  service  at  the  smallest  expense. 

Competition  adjusts  the  supply  of  commodities  to  the 
demand  for  them  in  no  other  way  than  by  an  incessantly 
recurring  series  of  tentative  experiments  upon  the  demand. 
There  is  a  double  series  of  competitive  processes  which  are 
maintained  in  perpetual  activity  by  the  mutual  effort  at  adjust- 
ment of  supply  and  demand.  When  the  supply  of  a  com- 
modity exceeds  the  demand  for  it,  the  diminished  scope  for 
the  competition  of  producers  afforded  by  the  enfeebled 
demand  tends  to  check  production,  and  bring  back  the  supply 
within  the  limits  of  the  effective  demand.  When  the  demand 
exceeds  the  supply,  the  increased  competition  of  buyers  for  a 
limited  stock  stimulates  production  and  extends  the  supply, 
when  there  is  no  artificial  restraint  to  its  production,  with 
remarkable  rapidity.  Competition  checks  expansion  when 
the  supply  exceeds  the  demand,  by  lowering  the  value  of  the 
product ;  it  stimulates  production  when  the  demand  exceeds 
the  supply,  by  raising  the  value  of  the  product. 

It  is  particularly  to  be  observed  that  the  oscillations  in  pro- 
duction thus  caused  by  competition  do  not  take  place  round  a 
fixed  point.  There  is  not  a  fixed  demand  for  a  commodity, 
now  more  now  less  fully  covered  by  the  supply.  The  demand 
itself,  besides  other  changes  to  which  it  is  liable,  rises  and 
falls  inversely  with  the  price.    The  oscillations  in  production 
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caused  by  variations  in  price,  due  to  the  altered  relations  of 
supply  and  demand,  are  thus  of  the  nature  of  a  complex 
movement,  the  centre  of  oscillation  being  deflected  each  way 
by,  and  in  the  direction  of,  the  movement  itself.  Each  oscil- 
lation in  supply  is  thus  both  extended  in  range  and  protracted 
in  duration,  and  it  becomes  important  to  inquire  at  what  time 
and  in  what  manner  this  complex  movement  in  either  direc- 
tion is  arrested.  When  the  supply  of  a  commodity,  from 
any  cause,  whether  permanent  or  temporary,  exceeds  the 
effective  demand  at  the  actual  price,  competition  lowers  the 
price  ;  the  diminished  price  extends  the  effective  demand,  and 
the  increased  demand  again  encourages  producers  to  maintain 
the  supply.  The  over-supply  itself  usually  indicates  the 
existence  of  some  redundant  facilities  of  production.  The 
producers  are  thus  in  the  very  circumstances  in  which,  not- 
withstanding the  diminution  of  price,  they  are  likely  to  press 
upon  the  increased  demand.  If  the  increased  facilities  are 
temporary,  they  will  probably  go  on  producing  speculatively 
till  they  are  removed.  If  they  are  permanent,  they  will  con- 
tinue to  press  upon  the  demand  by  diminished  prices  until  a 
serious  encroachment  on  their  profits  compels  them  to  desist. 
A  like  progression  distinguishes  the  movement  by  which  the 
other  extremity  of  production  is  reached.  When  the  supply 
falls  short  of  the  demand  the  price  rises,  but  as  with  every  rise 
of  price  there  is  certain  to  be  a  diminution  of  effective  demand, 
producers,  especially  if  the  deficiency  is  caused  by  a  scarcity 
of  material,  are  slow  and  cautious  in  meeting  even  the  effective 
demand,  while  the  demand  actually  met,  by  restricting  still  fur- 
ther the  supply  of  the  limited  materials,  tends  still  further  to 
restrict  the  future  supply  of  the  manufactured  commodity. 
While  the  cause  of  restricted  supply  continues  to  operate,  all 
these  circumstances  continue  to  retard  production,  and  to  re- 
strict consumption  within  the  narrowest  limits.  So  effective  is 
this  process,  that  when  the  production  of  any  commodity  is 
restrained  by  an  accidental  failure  of  material,  it  is  generally 
found,  when  the  cause  of  restriction  is  removed,  that  the  actual 
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restriction  of  supply,  through  prudential  considerations,  has 
been  much  greater  than  the  real  scarcity  rendered  necessary. 

Competition  thus  leads  production  through  a  protracted 
course  of  expansion  to  contraction,  and  through  a  similar 
course  of  contraction  to  expansion,  price  acting  in  the 
former  case  as  a  restraint  which  finally  checks  production, 
in  the  latter  as  a  stimulus  which  finally  secures  its  expansion. 
Neither  of  these  processes  is  unattended  with  serious  ex- 
pense. It  is  a  great  mistake  to  assume,  as  Mr.  Mill  does, 
that  when  a  reduction  of  price  takes  place  in  any  com- 
modity through  increased  facilities  of  production,  the  supply 
may  be  adjusted  to  the  new  demand  by  an  anticipatory 
calculation.  Even  in  the  case  of  commodities  in  which  a 
reduction  of  price  can  hardly  extend  the  demand,  as  in  that 
of  subsidiary  appliances  for  other  manufactures,  and  it  is 
rarely  that  a  reduction  of  price  will  not  find  uses 
even  for  these,  the  eagerness  of  producers  to  avail  them- 
selves of  the  reduced  price  to  secure  a  larger  share  of  the 
demand  almost  inevitably  leads  to  over-production,  and  in 
larger  productions  especially,  the  extent  of  additional  demand 
that  may  be  created  by  any  lowering  of  price  can  only  be 
ascertained  by  experiment,  and  is  almost  certain  to  be 
over-estimated  by  the  competitive  eagerness  of  producers. 
It  would  be  possible  to  over-estimate  the  demand  if  there 
were  no  competition,  but  that  which  competition  adds  to 
the  chances  of  over-estimation  is  not  merely  the  possible 
errors  of  numerous  independent  calculators  as  to  the  extent 
of  the  entire  demand,  but  the  interested  and  partial  esti- 
mates which  the  vanity  and  self-love  of  the  various  com- 
petitors may  form  of  the  share  they  will  be  able  to  secure 
in  the  additional  demand.  The  natural  tendency  to  an 
excess  of  hopefulness  in  human  affairs,  which  has  been 
observed  by  Adam  Smith,  operates  here  in  a  uniform  direc- 
tion upon  all  the  competitors.  There  is  no  such  accurate 
information  either  of  the  extent  of  the  supply,  or  of  the 
demand  at  the  command  of  the  producers,  as  would  enable 
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them  to  effect  an  anticipatory  adjustment,  even  if  the 
jealousy  of  competition  would  permit  each  of  them  to 
perform  his  share  of  it  In  every  alteration  in  circumstances, 
they  have  to  grope  their  way  on  information  imperfect  at 
every  point,  and  one  cardinal  defect  of  which  is  ignorance 
of  what  their  competitors  are  doing.  It  is,  of  course,  the 
desire  of  each  competitor  not  to  pass  the  point  at  which 
his  production  would  cease  to  be  profitable,  and  when  the 
competitors  are  few  in  number  and  strong  in  means,  this 
object  may  be  accomplished  ;  but  when,  as  more  frequently 
happens,  the  number  of  competitors  is  indefinite,  and  many 
of  them  are  of  a  class  with  whom  the  desire  of  gain  is 
greater  than  the  fear  of  loss,  production  is  pushed  on  to 
its  utmost  limit,  and  as  some  time  is  needed  both  to  as- 
certain the  fact  of  an  over-production,  and  to  bring  into 
operation  the  check  which  the  knowledge  of  that  fact  will 
cause  to  be  applied,  the  point  at  which  production  ceases 
to  be  remunerative  enough  even  to  support  the  outlay  of  the 
producer,  is  often  passed  before  the  movement  can  be  arrested. 
When  production  is  arrested  by  scarcity,  an  opposite 
movement  of  competition  takes  place.  Each  rival  is  eager 
to  secure  the  highest  possible  price,  and  the  effort  to  do 
this  is  encouraged  by  the  great  risk  of  producing  freely 
in  a  market  abnormally  elevated,  and  which  is  sure  some 
time  to  give  way.  Hence  short  production  and  high  profits 
is  the  normal  aim  of  producers,  while  those  who  might  be 
most  tempted  to  over-produce,  find  their  credit  so  restricted 
by  the  hazards  of  a  period  of  scarcity  and  high  prices,  that 
their  natural  tendency  to  speculation  is  restrained.  The 
result  of  this  stringency  is  usually  to  aggravate  the  crisis, 
so  that  when  the  artificial  barrier  is  removed  there 
are  commonly  considerable  unutilized  stocks  left  to  par- 
ticipate in  the  fall  of  material.  The  holders  of  these 
stocks  lose,  but  the  chief  loss  has  already  fallen  on  con- 
sumers, to  whom  the  price  of  the  entire  production  has 
been  raised  by  the  excessive  restriction* 
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Both  of  these  processes  are  carried  to  greater  extremes 
by  the  operation  of  free  or  unemployed  capital.  When 
the  owners  of  capital  unengaged  in  production  are  seeking 
employment  for  it,  the  expansion  of  an  industry,  through 
the  cheapening  of  any  of  the  processes  of  production,  offers 
a  tempting  field  for  them.  It  is  true  this  field  is  not  likely 
to  remain  unoccupied.  Those  already  engaged  in  the  in- 
dustry have  every  interest  to  occupy  it,  and  are  sure,  as  we 
have  seen,  to  do  so  fully,  and  even  to  exceed  the  demand 
for  their  services.  But  it  is  the  object  of  those  without 
to  anticipate  those  within,  and  the  circumstances  offer  them 
favourable  opportunities  for  doing  so.  When  production 
is  expanding,  producers,  especially  those  who  are  unpre- 
pared for  the  contingency,  are  ready  to  borrow,  and  even 
to  cede  a  share  of  their  privil^es  to  the  lenders.  New 
producing  firms  are  organized,  and  new  partners  are  as- 
sumed to  enhance  ordinary  facilities  for  borrowing.  Thus 
fresh  capital  is  brought  into  production  without  any  check 
upon  its  ratio  to  the  demand,  and  in  all  probability  in 
excess  of  the  real  requirement.  The  history  of  the  super- 
fluous capital  does  not  need  to  be  written.  It  goes  to 
expand  production  beyond  profitable  limits.  When  the 
expansion  is  effected  there  follows  an  unprofitable  consump- 
tion, it  may  be  a  sheer  waste  or  destruction  of  commodities, 
after  which  the  industry  recovers  its  level.  But  the  aggressive 
capital  is  not  withdrawn  from  it ;  it  goes  to  defray  the 
expense  of  the  operation.  High  prices  offer  an  equal 
temptation  to  the  outsider  in  a  different  direction.  An 
artificially  restricted  production  does  not,  even  with  high 
prices,  when  the  restriction  is  of  a  temporary  nature,  afford 
an  inducement  to  new  producers.  But  the  material  of  such 
a  production  offers  a  tempting  field  for  speculation.  When 
a  scarcity  of  material  for  the  production  of  any  commodity 
occurs,  there  is  no  danger,  even  without  speculation,  that 
the  stock  for  reproduction  will  perish.  High  prices  effect- 
ually   preserve  it,  and  the  greater  the  scarcity,  to  use  a 
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paradox,  the  greater  the  security.  But  when  there  is  a 
scarcity  of  anything,  speculation  steps  in  and  lends  its  aid, 
thus  still  further  increasing  the  scarcity  and  raising  the 
cost  of  production.  Assurance  is  thus  made  doubly  sure, 
but  at  the  expense  of  having  two  premiums  of  insurance 
to  pay  instead  of  one.  It  matters  not  who  pays  them, 
they  form  an  addition  to  the  entire  cost  of  production 
to  the  whole  community.  The  time  and  means  of  the 
outside  speculator  yield  no  other  return  but  this  super- 
fluous security,  and  his  time  and  means  are  thus  occupied 
either  at  his  own  expense  or  at  the  expense  of  others. 
Unemployed  capital  thus  sweeps  the  field  of  production 
like  a  knight-errant,  excited  only  by  combat,  it  flies  hither 
and  thither  on  opposite  errands  and, 

'  Now  gives  the  Grecians,  now  the  Trojans  aid.' 

While,  under  the  guidance  of  competition,  production  is 
continually  oscillating  between  these  two  extremes,  its  move- 
ments in  the  two  directions,  taken  from  any  given  centre,  are 
not  equal,  nor  is  the  result  of  them  the  establishment  of  any 
constant  and  calculable  rate  of  average  production.  Besides 
the  movements  impressed  upon  it  by  external  circumstances, 
productive  competition  has  a  natural  and  constant  tendency 
of  its  own  ;  and  this  tendency  is  to  carry  production  onward 
in  quantity,  and  downward  in  price.  The  price  of  any  com- 
modity is  what  it  will  exchange  for  in  other  commodities  (or 
in  labour),  and  every  commodity  is  constantly  striving  against 
all  other  commodities  to  extend  its  production  with  the  result 
(though  not  with  the  design  on  the  part  of  producers)  when 
the  effort  is  successful,  of  reducing  its  price  relatively  to 
other  commodities.  The  consistency  of  this  tendency  with 
the  facts  of  accumulation  of  capital  will  be  shown  when  we 
come  to  deal  with  that  subject.  It  may  be  observed,  how- 
ever, that  although  its  recognition  is  utterly  inconsistent  with 
the  theories  of  the  limitation  of  industry  by  capital,  and  of 
the  advantage  of  an  indefinite  exercise  of  indiscriminate  par- 
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simony,  it  is  not  only  recognized  by  economists,  but  their 
common  doctrine  carries  their  recognition  of  it  to  the  extent, 
of  ignoring  the  limits  which  other  conditions  of  the  industrial 
organization  place  on  this  tendency.*  It  is  necessary 
also  here  to  observe  that  this  tendency  of  competition  is  a 
cause,  and  not  an  effect  merely,  of  the  accumulation  of 
capital.  It  is  a  necessary  result  of  a  number  of  competitors 
being  engaged  in  producing  the  same  article,  and  eager  to 
make  the  largest  profit  on  their  production.  As  the  com- 
petition of  these  producers  tends  to  lower  the  rate  of 
profit,  the  only  way  in  which  they  can  accomplish  their 
object  is  to  extend  their  production  as  much  as  possible, 
so  as  to  make  a  profit  on  the  largest  possible  amount  of 
gross  production.  This  being  the  common  object  of  all, 
it  is  with  reluctance  that  any  one  curtails  his  production  ; 
hence  when  the  conditions  of  production  are  favourable 
to  its  expansion,  they  coincide  with  the  natural  tendency 
of  competition;  when  they  are  unfavourable,  they  are 
opposed  to  it. 

When  circumstances  favour  production,  accordingly,  it 
naturally  goes  to  the  extreme  point,  and  is  hardly  stopped 
without  actual  loss  to  the  producers.  This  will  afterwards 
be  more  fully  noticed.  When,  on  the  contrary,  circum- 
stances are  unfavourable,  it  takes  a  certain  amount  of  time 
and  pressure  before  the  natural  tendency  of  competition  is 
overcome  ;  and  although  this  may  afterwards  tend  to  increase 
the  stringency  of  the  unfavourable  circumstances,  and  still 
more  to  excite  the  alarm  of  shortcoming,  as  soon  as  the 
pressure  is  removed,  the  natural  tendency  of  competition 
resumes  its  sway,  production  rapidly  expands,  and  prices 
come  down  with  a  run. 

Under-production,  being  thus  always  opposed  to  the  natural 
tendency  of  competition,  only  takes  place  in  abnormal  cir- 
cumstances. These  circumstances  may  arise  in  one  or  other 
of  two  ways  :  either  by  a  sudden  and  unanticipated  expansion 

♦  See  Part  II.,  Chap. 
H 
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of  the  demand  for  a  commodity,  or  by  a  comparative  failure 
of  some  necessary  condition  of  the  supply,  most  commonly, 
if  labour  disputes  do  not  intervene,  of  raw  material.  When 
the  under-production  is  due  to  the  former  cause,  it  is  rapidly 
overcome  by  the  ordinary  action  of  competition.  It  is  only 
the  latter  that  seriously  disturbs  the  ordinary  course  of 
production.  Unfortunately,  however,  the  supply  of  raw 
material  of  nearly  every  kind  is  peculiarly  liable  to  fluctuar- 
tion.  These  materials  touch  the  source  of  production  in 
natural  agents.  Their  supply  is  consequently  not  in  any 
direct  ratio  to  the  labour  engaged  in  providing  it  When 
they  are  the  products  of  agricultural  labour,  it  depends  on 
winds  and  rain  and  sunshine  ;  when  of  mining  industry, 
on  the  richness  of  veins  and  the  obstacles  encountered 
in  reaching  them,  as  well  as  on  the  supply  of  a  peculiarly 
skilled  labour. 

As  every  product  of  industry  is  subject  to  recurrent  restric- 
tions in  the  supply  of  material,  production  of  all  kinds  is  in  a 
constant  state  of  flux  and  reflux.  There  is  no  period  in  the 
history  of  industry  when  some  kinds  of  production  are  not 
suffering  from  abnormal  conditions,  and  there  is  hardly  any 
important  production  which  enjoys  a  long  immunity  from 
such  influences.  Productive  .industry  is  thus  an  incessant 
struggle,  not  only  between  private  interests,  but  between 
conflicting  natural  conditions,  between  the  exigencies  of 
an  unknown  demand  and  the  fluctuations  of  an  uncertain 
supply.  Competition  is  not  only  the  best,  but  the  only 
practical  means  of  meeting  these  natural  conditions  that 
ever  has  been,  or  is  ever  likely  to  be  discovered.  It  is  the 
natural  way  which  has  been  adopted  by  men  everywhere 
without  concert  or  prearrangement,  while  other  devices 
have  been  invented,  and  have  never  been  practically  proved 
except  on  a  limited  scale,  and  then  only  to  demonstrate 
their  failure. 

But  while  competition  actually  meets  the  requirements  of 
production,  the  most  cursory  view  of  it  shows  that  it  does 
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SO  in  a  way  dictated  primarily,  not  by  common,  but  by 
private  interests ;  and  although  it  may  be  shown  that  in  the 
shock  and  collision  of  private  interests,  those  interests  which 
are  most  antagonistic  to  the  common  weal,  those,  at  all 
events,  which  are  most  directly  destructive  to  it,  are  sup- 
pressed or  destroyed ;  yet  neither  is  the  suppression  of 
antagonistic  interests  complete,  nor  is  the  incessant  struggle 
in  which  it  is  effected  without  a  heavy  material  cost  and  other 
injurious  consequences  to  society. 

The  material  cost  of  competition  includes  two  items  :  first, 
superfluous  production,  or  wasted  labour ;  and  secondly,  ill 
balanced  distribution  or  misdirected  labour.  The  first  of  these 
items  is  much  greater  than  might,  on  a  cursory  view,  be  sup- 
posed. It  may  be  imagined  that  all  the  losses  produced  by 
competition  through  over-production  on  the  one  hand,  or 
unduly  restricted  production  on  the  other,  are  balanced  by 
'  corresponding  gains.  But  this  is  not  so.  Very  often  there 
is  no  gain  at  all.  When  goods  are  over-produced,  their  real 
as  well  as  their  exchange  value  is  reduced.  A  given  supply 
may  exhaust  the  indispensable  or  really  valuable  uses  to 
which  a  commodity  can  be  turned,  and  when  it  is  over-pro- 
duced, it  must  be  put  to  less  valuable  uses,  if  it  is  used  at 

all.      Sometimes  it  becomes  unsaleable,  and   rots   in   ware- 
■i 

houses.  Many  goods  perish  in  this  way,  both  in  wholesale 
and  retail  warehouses,  and  also  in  domestic  stores,  when  the 
excess  of  competition,  or  the  lust  of  possession,  induces  people 
unreasonably  to  augment  their  stocks.  The  labour  expended 
on  the  production  of  goods  which  go  to  overstock  the  market 

'  is  poorly  remunerated,  and  however  low  the  price  at  which 
they  may  be  supplied,  the  purchasers  have  nothing  to  com- 
pensate for  the  loss  of  the  producers.  This  is  a  subject  that 
will  subsequently  be  further  examined.  The  second  item  of 
cost  is  still  more  important,  and  contains  many  sub-divisions 

.  which  need  not  be  here  enumerated,  as  they  will  form  the 
subject  of  future  discussion.  Two  leading  divisions  of  ill- 
r^ulated  distribution   may  be  mentioned  :  first,  there  is  a 
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misdistribution  by  which  the  value  of  goodaf  is  destroyed,  as 
when,  through  over-production,  goods  are  sent  to  markets 
where  they  are  not  wanted,  or  in  excess  of  the  demand  ;  and 
secondly,  there  is  a  misdistribution  of  values,  or  of  the  rewards 
of  industry,  due  to  over-competition.  When,  through  an 
excess  of  speculation,  for  example,  the  loss  of  one  becomes 
the  gain  of  another,  it  is  not  a  compensation,  but  an  addi- 
tional injury,  that  is  inflicted  upon  industry.  It  is  one 
injury  when  industry  systematically  employed  on  a  legiti- 
mate object  fails  to  meet  with  its  due  reward,  and  it  is 
another,  and  perhaps  a  greater,  when  the  reward  is  reaped 
without  the  labour,  and  when  the  hire  due  to  the  labourer, 
whether  of  high  or  low  degree,  is  bestowed  on  the  fortun- 
ate speculator.  The  dread  of  the  one  result  discourages  the 
patient  and  systematic  industry  which  it  is  the  interest  of 
society  to  promote ;  the  hope  of  the  other  encourages  base- 
less speculation,  or  the  substitution  of  specious  and  fraudu- 
lent for  genuine  production. 

The  source  of  these  evils  in  competition  is  not  difficult  to 
find.  It  is  the  want  of  the  very  thing  which  the  eulogists  of 
competition  are  strenuous  in  resisting,  the  want  of  any  limit 
to  its  activity,  of  any  restraint  upon  its  operations.  It  is 
evident  that  up  to  a  certain  point  competition  produces 
effects  which  are  almost  wholly  beneficial.  It  stimulates 
industry,  and  it  is  the  only  effective  means  of  doing  so  ; 
and  it  maintains  the  balance,  and  on  the  whole  maintains 
it  well,  between  different  industries.  It  also  makes  a  certain 
provision  against  contingencies  in  the  accumulation  of  stocks, 
and  this  provision  has  a  very  powerful  effect  in  balancing  pro- 
duction. But  when  competition  has  done  all  this,  it  does  not 
know  when  to  stop,  and  proceeds  to  undo  much  that  it  has 
done.  Not  content  with  promoting  a  healthful  industry, 
it  enforces  tyrannous  laws  upon  labour,  and  exacts  from 
the  free  labourer  an  amount  of  toil  which  the  hardest  task- 
master never  succeeded  in  wringing  from  the  slave.  It 
disturbs  by  its  excesses  the  balance  of  industry  which   its 
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moderation  had  established.  In  times  of  prosperous  pro- 
duction it  accumulates  stocks  till  they  become  a  nuisance  and 
a  source  of  the  most  serious  embarrassment  to  producers,  who 
do  not  know  where  to  turn  for  employment  to  their  productive 
resources  ;  and  in  adverse  times  it  gambles  with  them,  and 
deprives  consumption  of  their  support  at  the  very  time  for 
which  they  were  provided.  All  this  is  due  to  the  fact  that 
there  is  no  bound  to  individual  ambition,  and  that  competi- 
tion is  governed  by  nothing  else  than  individual  interest 
But  it  is  not  in  mere  accidental  excesses,  but  in  the  constant 
tendency  of  competition  that  the  incompatibility  with  common 
interests  which  it  derives  from  its  origin  appears.  It  is  to  its 
constant  aggressive  action  on  production  that  the  great  evils 
of  competition  are  due.  This  is,  indeed,  the  boast  and  glory 
of  its  advocates  ;  but  that  it  is  so  shows  only  how  poorly  they 
have  studied  the  character  of  their  idol.  It  is  true  that  a 
certain  measure  of  elasticity  and  power  of  expansion  is 
necessary  to  the  prosperity  of  industry  ;  but  the  outward 
pressure  of  competition  is  blind,  persistent,  indiscriminate, 
and  without  measure  or  limit.  When  it  is  good  that  industry 
should  be  expanded,  it  expands  it ;  when  it  is  not  good  that 
it  should  be  expanded,  it  carries  on  its  efforts  to  expand  it 
without  cessation.  It  is  alike  indiscriminate  in  amount  and 
in  direction.  It  does  not  choose  either  the  time  or  the 
manner  of  promoting  progress,  but  it  promotes  progress  in 
everything  and  at  all  times.  It  is  not  too  much  to  say  that  no 
advocate  of  competition  4  outrance  has  ever  given  a  natural 
explanation  of  a  commercial  crisis.  When  the  industry  of  a 
new  country,  or  of  one  where  commerce  is  restricted,  gets  dis- 
organized, economists  are  ready  with  the  appropriate  moral.  It 
is  want  of  capital,  or  neglect  of  free  trade  ;  but  when  the  peculiar 
form  of  paralysis  due  to  over-trading  takes  place,  it  is  always 
attributed  to  specific  causes.  It  is  high  time  that  economists 
should  learn  that  specific  causes  which  are  of  constant 
recurrence  are  general  causes.  The  general  cause  of  com- 
mercial crises  is  simply  the  over-trading  which  results  from  the 
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natural  tendency  of  competition  to  over-production.  It  is 
evident,  and  it  has  appeared  evident,  that  such  a  power 
requires  restraint.  Nevertheless  its  advocates  are  right  in 
one  thing,  that  as  regards  the  mere  amount  of  outward 
pressure  exercised  on  industry  by  competition,  arbitrary 
restraints  and  interferences  are  objectionable.  They  are 
commonly  inefficient  as  remedies  for  the  evils  of  competition, 
and  they  are  very  liable  to  restrict  its  benefits.  Yet  it  must 
be  apparent  that  if  any  means  could  be  devised  of  so  limiting 
the  sphere  of  operation  of  competition  as  to  retain  its  healthful 
and  stimulating  operation  upon  industry,  while  restraining 
the  exorbitant  pursuit  of  individual  at  the  expense  of  common 
interests,  not  only  the  material  but  the  higher  interests  of 
society  would  be  promoted  by  such  an  agency.  What  com- 
petition requires  to  render  its  whole  action  beneficial,  accord- 
ingly, is  not  a  series  of  artificial  checks,  but  a  balancing  power. 
Whether  any  such  power  exists,  and  how  it  may  be  brought 
into  operation,  are  inquiries  which  will  occupy  us  in  the 
second  part.  Meantime  we  may  draw  this  conclusion  from 
what  has  been  said  :  that  there  is  an  amount  of  competition 
which  is  beneficial,  and  that  there  is  an  amount  beyond  that 
which  is  injurious.  The  superfluous  degree  of  competition  is 
already  distinguished  by  the  appropriate  name  of  over-com- 
petition. We  shall  accordingly  attribute  the  benefits  of 
competition  to  competition  within  just  limits,  and  its  evils 
to  over-competition. 

We  may  also  here  give  a  general  answer  to  an  inquiry 
which  furnishes  the  subject  of  future  and  more  detailed 
investigation.  Upon  whom  do  the  evils  of  over-competition 
chiefly  fall  ?  It  is  not  upon  producers  as  a  class,  though  many 
of  them  suffer  individually  ;  for  the  class  of  producers  must  be 
maintained,  and  that  they  may  be  maintained,  they  must  have 
adequate  profits  on  their  productions  as  a  whole  ;  it  is  not  on 
consumers  as  a  class,  for  the  general  tendency  of  competition 
is  to  cheapen  production.  We  shall  subsequently  see  that 
this  tendency  is   very  far  from  being,  as   uniformly  as  the 
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admirers  of  competition  imagine,  in  the  ratio  of  the  intensity 
of  the  competition.  Still  the  chief  evils  of  over-competition 
are  not  those  which  fall  generally  on  consumers.  There  is 
only  one  other  class  to  be  considered.  It  is  upon  labourers, 
not  only  as  individuals,  but  as  a  class,  that  the  great  burden 
of  over-competition  falls.  The  manner  in  which  it  does 
so  will  be  shown  in  the  following  and  subsequent  chapters, 
particularly  in  those  on  the  growth  and  limits  of  production. 
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ON  THE  EFFECTS  OF  OVER-COMPETITION  ON  THE 
DISTRIBUTION  AND  CONSUMPTION  OF  WEALTH. 

IN  the  last  chapter  a  brief  account  has  been  given  of  the 
natural  conditions  of  productive  competition.  This  com- 
prises an  account  of  those  difficulties  in  the  adjustment  of 
production  to  the  wants  it  has  to  supply,  which  have  to  be 
met  under  any  industrial  system.  Here  it  is  that  compe- 
tition appears  to  most  advantage.  We  shall  now  examine 
in  somewhat  more  detail  the  difficulties  occasioned  by  com- 
petition itself;  as  it  is  for  these  especially,  if  our  industrial 
organization  is  capable  of  any  improvement,  a  remedy  must 
be  found. 

We  have  established  in    last    chapter  the  possibility  of 
over-competition.     This  results  not  only  from  the  impossi- 
bility of  knowing  accurately,   and   the   difficulty,  especially 
where  the  number  of   competitors  is    great,  of  estimating 
approximately,  the  extent  of  the  wants  to  be  supplied  ;  but 
also  from  the  ambition  and  jealousy  of  the  competitors,  which 
deprives  them  both  of  the  will  and  the  ability  to  keep  their 
production  within  the  limits  which  even  their  actual  know- 
ledge prescribes.     It  is  easy  to  see  that  as  the  organization 
of  industry  becomes  more  complex,  and  as  the  field  of  its 
operations    expands,  the    difficulty    of   keeping   production 
within   the    limits    prescribed    by    demand    increases.    The 
mere  extension  of  the  field  of  industry,  and  the  increase  of 
the  number  of  competitors,  increases  the  difficulty  of  esti- 
mating the  extent  of  the  demand,  as  well  as  of  ascertaining  the 
measure  of  the  existing  or  forthcoming  supply.     With  the 
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advance  of  industrial   organization,   moreover,   the    increase 
of   fixed    capital,    and   the  training  of  labourers  in   many 
varieties  of  special  skill,  the  difficulties  of  adjustment  in- 
crease.    When  fixed  capital  and  trained  labour  are  engaged 
in  any  operation,  whether  of  production  or  exchange,  they 
cannot  be  withdrawn  without  serious  loss ;  and  when,  from 
any  cause,  a  particular  appropriation  of  such  agencies  is  in 
excess  of  the  demand,  a  vested  interest  hostile  to  the  eco- 
nomical adjustment  of  production  or  distribution  has  been 
established.    Whatever  loss  may  have  been  already  incurred 
in   the  attempt  to  sustain  these  agencies  in  full  operation 
the   loss  of  immediately  withdrawing  them  will  always  be 
greater  than  that  which  will  be  incurred  within  a  definite 
time  by  their  continued  operation.     In  these  circumstances, 
the  division  of  interests  powerfully  tends  to  retard  the  opera- 
tion  of  adjustment     The    sacrifice    involved   in   immediate 
suspension   or  curtailment  of  operations   is   always    certain 
as  well  as  heavy,  while  there  is  a  speculative  contingency, 
liable  to  be  magnified  by  hope,  that  by  a  happy  persistence, 
it  may  not  only  be  postponed,  but  altogether  averted.    Others, 
if  things  come  to  the  worst,  may  withdraw,  and  leave  us 
in  possession  of  the  field.     Thus,  in  addition  to,  and  beyond 
the  natural  motive  of  profit,  the  combative  instinct  is  evoked 
by  competition,  to  incite  to  perseverance,  even  in  a  desperate 
cause.     Commerce  has  its  diplomacy  and  its  wars,  the  one 
often   as  treacherous  and  the  other  as  deadly  as  those  of 
politics.     Even  when  it  is  not   a  case  of  actual  excess  of 
productive  power,  but  only  of  temporary  inflation  of  pro- 
duction, the  same  motives  prevail.     To  arrest  production  is 
always  a  source  of  certain  loss  to  producers.    When  profits 
are  declining,  there  is  always  the  hope  that  other  producers 
may  fall   off,  and   competition  induces   the  more  bold  and 
speculative  to  press  on,  while  even  the  more  cautious  and 
timid  dare  not  give  way  too  readily,  seeing  that  by  doing 
so  they  only  encounter  the  more  serious  risk  of  having  their 
place  occupied  by  others.    The  extent  to  which  a  losing 
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production  may  be  carried  on  by  competition,  can  only  be 
credited  by  those  who  know  it  from  experience  or  obser- 
vation. Every  manufacturing  district  has  witnessed  and 
suffered  from  the  protracted  struggles  of  a  declining  industry, 
and  every  mercantile  crisis  bears  witness  to  the  consequences 
of  over-production.  Yet  these  are  matters  of  detail,  of  which 
the  generalizations  of  economy  take  no  cc^nizance. 

It  thus  appears  that  while  competition  is  putting  forth 
continual  efforts  to  extend  production,  the  effect  of  these 
efforts  in  extending  production  is  by  no  means  in  direct 
proportion  to  their  amount  While,  over  the  whole  circle 
of  production,  each  producer  is  striving  to  extend  his  par- 
ticular production  to  the  utmost  of  his  power,  the  permanent 
expansion  of  production  of  each  particular  commodity  is 
limited  by  the  elasticity  of  the  demand  for  that  commodity. 
Thus  the  successive  waves  of  competitive  production  are 
drawn  back  by  an  invisible  power,  and  while  they  appear 
to  be  continually  advancing,  they  are  ever  starting  their 
race  afresh  from  the  same,  or  nearly  the  same  point. 

But  this  abortive  expenditure  of  force  is  not  the  sole 
result  of  the  outward  pressure  of  competition.  It  is  the 
result  only  of  the  superfluous  force  expended  in  the  work 
of  expansion.  We  have  seen  that  demand  has  at  any 
given  time  a  measure  of  elasticity,  greater  or  less  according 
to  the  limitation  or  expansion  of  the  supply.  As  long, 
accordingly,  as  the  elasticity  of  demand  permits  production 
to  expand  without  loss,  it  can  expand  freely.  But  this  is 
not  all.  Competition  in  its  efforts  to  expand  production 
is  not  satisfied  with  the  existing  demand,  it  exerts  a  con- 
tinual outward  pressure  not  only  upon  production  itself, 
but  upon  demand ;  and  this  pressure  is  not  exerted  vaguely 
and  generally,  it  is  exerted  in  respect  to  each  particular 
product  of  industry,  by  the  competition  put  forth  to  extend 
the  production  of  that  particular  product  And  these  efforts 
are  not  necessarily  ineffective.  Although  the  scope  for 
expansion  of  a  particular  industry  within  a  given  time  by 
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the  cultivation  of  a  new  demand  may  be  small,  there  is 
always  some  scope  for  such  expansion,  and  where  the  effort 
to  expand  is  continuous,  it  may  be  expected  that  any 
margin  will  be  quickly  occupied.  Some  idea  may  be 
formed,  however,  of  the  amount  of  force  exerted  in  this 
creative  effort  upon  demand,  and  of  its  proportion  to  the 
result,  if  we  consider  that  while  the  competitors  in  any 
particular  industry  have  only  to  compete  against  each  other 
for  the  actual  demand,  each  industry  has  to  compete  against 
all  others  for  the  creation  of  a  new  demand. 

We  have  thus,  at  an  enormous  pressure,  an  aggressive 
action  exercised  upon  consumption*  by  productive  competi- 
tion ;  and  in  relation  thereto  two  questions  suggest  them- 
selves for  consideration  :  first,  seeing  that  this  pressure  acts 
whether  there  is  room  for  expansion  or  not,  what  becomes 
of  the  force  exerted  ineffectively?  and  secondly,  how  far 
is  the  effective  exercise  of  this  aggressive  force  beneficial 
to  society  ? 

With  regard  to  the  former  of  these  questions,  it  is  perfectly 
clear,  as  far  as  the  accumulation  of  capital  is  concerned,  that 
when  these  efforts  to  extend  production  are  not  successful, 
they  are  always  immediately  effective  in  stimulating  con- 
sumption. There  is  thus,  in  the  first  instance  at  all  events, 
a  uniformity  of  result  between  the  successful  and  the  un- 
successful efforts.  If  demand  is  permanently  enlarged,  there 
is  a  permanent  increase  of  consumption  ;  if  it  is  not,  there 
is  a  temporary  increase.  The  constant  repetition  of  these 
efforts,  accordingly,  tends  to  stimulate  consumption  in  each 
kind  of  production,  whether  intermediate,  in  the  processes 
of  industry,  or  final,  for  enjoyment,  either  by  increasing 
the  extent  of  the  demand  or  by  rendering  a  greater  part 
of  the  actual  demand  effective.  We  shall  afterwards  have 
to  consider  the  subsequent  results  of  this  immediate  ten- 
dency, but  what  we  have  at  present  to  note  is  the  uniformity 
of  the  immediate  result  Competition  strives  to  extend 
demand   by    continually    saturating    existing    effective    de- 
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mand  ;  and  both  the  process  and  the  end  are  commonly 
considered  by  economists  as  among  the  benefits  conferred 
by  competition.  It  is  supposed  that  we  owe  to  them  the 
general  abundance  and  cheapness  of  commodities,  the  steady 
progress  of  industry  in  meeting  and  anticipating  the 
growing  wants  of  society,  the  proselytizing  zeal  with  which 
commerce  is  pushed,  and  a  knowlege  of  civilized  wants 
extended  to  the  most  remote  and  barbarous  regions.  The 
benefits  cannot  be  denied.  It  is  unquestionable  that,  with- 
in certain  limits,  the  tendency  of  competition  is  to  cheapen 
commodities,  and  that  commerce  tends  to  extend  civiliza- 
tion, as  far  as  the  acquisition  of  civilized  habits  of  consump- 
tion and  the  propagation  of  a  universal  desire  of  gain  are 
concerned  ;  but  after  we  have  allowed  the  admirers  of  competi- 
tion to  expend  their  eulogies  on  these  advantages,  we  may  be 
at  liberty  to  count  the  cost,  and  see  whether  competition  may 
never,  by  excess  of  zeal,  frustrate  its  own  ends ;  and  whether 
there  be  no  limit  to  the  benefit  even  of  its  successful  efforts  ; 
whether  civilization  is  adequately  represented  by  the  mer- 
cantile spirit,  and  the  highest  aim  of  a  cultivated  community 
is  to  extend  its  trade. 

We  are  met  at  the  beginning  of  this  inquiry  by  a  con- 
clusion which  seems,  as  far  at  least  as  the  latter  part  of 
it  is  concerned,  to  preclude  any  necessity  for  entering  on 
it  This  conclusion  is  contained  in  the  generalization  of 
economists,  that  there  cannot  be  such  a  thing  as  a  general 
over-production  of  commodities.  This  is  one  of  those  mis- 
chievously vague  generalizations  which  seem  expressly 
designed  to  shut  out  light  from  the  discussions  of  economy. 
That  which  is  meant  by  saying  that  there  cannot  be  such 
a  thing  as  a  general  over-production  of  commodities,  is  very 
much  the  same  thing  as  is  insisted  upon  by  Mr.  Mill  in 
regard  to  the  indefinite  utility  of  capital.  There  are  always, 
it  is  said,  some  wants  unsaturated,  and  consequently  over- 
production is  only  partial,  and  results  from  the  misdirection, 
and  not  from  the  excess  of  production. 


CHAP.  II.]  ON   COMPETITION.  125 

Now  this  is  an  appeal  to  the  standard  of  a  real,  and  not  of 
the  effective  demand  ;  and  if  such  an  appeal  is  allowed,  it  must 
be  made  wholly  to  this  standard  ;  and  not  partly  to  the  real 
and  partly  to  the  effective  demand.  But  it  is  evident  that  in 
this  reasoning  there  is  a  complete  confusion  of  the  standards 
of  real  and  effective  demand.  If  we  take  the  standard  of 
effective  demand,  not  only  is  it  not  true  that  there  cannot 
be  such  a  thing  as  general  over-production,  but  it  is  evident 
that  there  must  always  be  general  over-production,  not  in 
the  sense  that  all  commodities  are  simultaneously  over- 
produced,* but  that  there  is  always  over-production  in  the 
aggregate.  For,  by  the  standard  of  effective  demand,  there 
cannot  be  any  balancing  of  over  and  under-production.  The 
effective  demand  is  always  met,  consequently  there  can  be  no 
under-production.  But  there  is  always  a  large  production 
of  commodities  for  which  there  is  no  effective  demand,  that 
is,  no  demand  which  will  induce  producers  or  stock-holders 
to  part  with  them  ;  so  that  they  often  perish  for  want  of  de- 
mand. If  we  take,  the  real  demand,  on  the  other  hand,  it 
is  equally  evident  that  there  can  be  such  a  thing  as 
general  over-production,  for  while  it  is  contended  that  there 
are  always  unsaturated  wants,  it  is  never  pretended  Ihat 
there  is  no  superfluous  consumption.  This  generalization, 
accordingly,  takes  the  actual  consumption  from  effective  de- 
mand, and  the  unsaturated  wants  from  real  demand.  This 
is  merely  begging  the  question,  and  shutting  the  door  upon 
any  discussion  of  the  efficiency  of  unlimited  competition  as  a 
means  of  supplying  human  wants ;  moreover,  it  implies  a 
condemnation  of  the  system  it  shelters  from  inquiry ;  for, 
while  it  is  evident  that  a  well-organized  industry  ought,  as 
far  as  mere  quantity  of  labour  is  concerned,  to  be  well  able 
to  supply  all  the  real  wants  of  a  community,  this  generaliza- 
tion affirms  that  competitive  industry,  pressed  to  the  utmost 
limit,  never  will  do  so.     As  far  as  experience  has  tested  the 

*  If  this  is  what  economists  mean  by  general  over-production,  they  might  have 
saved  themselves  the  trouble  of  making  so  worthless  a  generalization. 
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powers  of  competition,  this  conclusion  is  just;  and  we  have 
yet  much  to  learn  from  the  systematic  examination  of  com- 
petition, that  mere  surface  observation  will  not  teach  us. 

There  is  over-production  in  the  aggregate  if  the  superflu- 
ous or  unprofitable  expenditure  of  commodities  is  greater 
than  the  deficiency  in  the  supply  of  real  wants.  The  talk  of 
unsaturated  wants  may  mean  either  that  the  people  are  in 
want  of  sufficient  food  and  clothing,  and  of  proper  lodging, 
or  that  there  are  insatiable  individual  desires  for  profuse 
expenditure,  extravagant  display,  and  sensuous  luxury.  It 
is  certain  that  increased  production  will  provide  for  increased 
expenditure  in  some  direction,  but  it  does  not  follow  that  the 
increase  of  competitive  production  will  necessarily  provide  for 
an  increase  of  necessary  or  desirable  consumption.  It  is 
further  to  be  observed  that  it  is  raising  an  irrelevant  issue 
to  speak  in  this  connection  of  the  power  of  increased  produc- 
tion to  provide  for  an  increase  of  population.  The  best 
means  of  maintaining  a  population,  and  the  best  means  of 
extending  it,  are  two  distinct  problems,  and  ought  to  be  con- 
sidered separately.  Extension  of  population  ought  to  depend 
on  the  elasticity  of  production,*  and  it  is  a  previous  and  inde- 
pendent inquiry  how  the  productive  industry  of  a  community 
shall  be  best  adapted  to  supply  its  existing  wants.  Till  this 
is  settled,  we  are  not  in  a  position  to  entertain  the  question 
of  increase  ;  and  if  we  go  on  pushing  production  to  increase 
the  numbers  of  a  community,  already  ill-provided  for  not- 
withstanding a  superfluity  of  production,  we  cannot  expect 
to  improve  its  condition.  Another  observation  may  be  made 
as  to  the  justice  of  making  unsaturated  wants  a  test  of  the 
sufficiency  of  production,  though  it  need  not  be  insisted  on 
here,  as  it  will  be  fully  discussed  at  a  future  stage.  There 
are  two  distinct  classes  of  production  in  regard  to  which 
over-production  does  not  mean  the  same  thing.     Commo- 

*  A  mere  increase  of  actual  production  is  not  an  increase  of  elasticity  of  produc- 
tion, and  if  it  tends  to  increase  population,  without  increased  elasticity  of  produc- 
tion, it  does  so  at  the  expense  of  increasing  the  difficulty  of  procuring  subsistence* 
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dities  may  be  produced  for  consumption  in  the  market  in 
which  they  are  produced,  by  the  producers  themselves,  that 
is,  taking  the  community  as  our  unit,  for  home  consumption. 
In  this  case  increased  production  means  increased  consump- 
tion. But  they  may  also  be  produced  for  exchange,  that  is, 
for  foreign  consumption.  In  this  case,  as  far  as  the  producers, 
that  is,  the  entire  producing  community,  is  concerned,  in- 
creased production  does  not  mean  increased  consumption, 
but  only  increased  desire  of  consumption  ,and  increased 
efforts  to  attain  it.  These  efforts,  however,  may,  and  often 
do,  counteract  themselves  ;  and  that  this  is  their  general 
tendency,  when  carried  to  excess,  we  shall  subsequently  see. 
If  this  generalization,  accordingly,  that  there  cannot  be  such 
a  thing  as  general  over-production,  is  applied  to  a  particular 
community,  it  is  a  generalization  of  things  which  have 
nothing  in  common. 

It  is  not  necessary  to  fix  an  exact  standard  of  consump- 
tion in  order  to  be  assured  that  there  is  much  superfluous 
production  in  the  ordinary  working  of  the  competitive 
organization  of  industry.  A  general  reference  to  two  com- 
parative standards  will  amply  suffice  to  bear  out  this  con- 
clusion. The  first  is  a  comparison  of  the  relative  value  of 
material  uses.  These  are  roughly  divided  into  necessaries, 
conveniences,  and  luxuries,  and,  as  a  general  rule,  these 
three  classes  of  commodities  rise  in  cost  of  production  in 
inverse  ratio  to  their  general  utility.  If  there  is  a  large 
production  of  luxuries ;  therefore,  there  is  always  a  large 
amount  of  productive  labour  that  .might  be  spared,  and  a 
deficiency  of  necessaries  can  never  be  attributed  to  deficiency 
of  prdduction.  There  is,  secondly,  a  comparison  between  the 
amount  of  labour  which  any  material  gratification  costs,  and 
the  uses,  other  than  industrial,  to  which  that  labour  might 
be  turned  ;  and  without  pushing  this  comparison  to  excess, 
we  cannot  but  be  satisfied  that  there  is  a  wide  margin  for 
retrenchment  of  productive  energy. 

We  have  not  only  to  inquire,  however,  whether,  through  the 
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general  ardour  for  gain  induced  by  competition,  production 
may  be  pushed  to  a  real  excess,  but  whether  the  distribution 
of  toil  on  the  one  hand  and  of  remuneration  on  the  other, 
which  results  from  this  unrestrained  competition,  are  such  as 
to  tend  at  all  to  the  economical  distribution  of  industry,  or  to 
the  saturation  of  real  wants  ;  or  whether  their  tendency  is  not 
altogether   in   the  opposite  direction.     If,  to  take  a  single 
illustration,  it  should  appear  that  over-competition  produces 
a  normally  low  rate  of  wages,  it  is  evident  that  it  cannot  have 
a  tendency  to  saturate  real  wants ;  for  while  competition  will 
meet,  and  even  anticipate  the  effective  demand  of  labourers, 
it  will  not  provide  for  the  wants  of  labourers  out  of  relation 
to  their  effective  demand.     If,  therefore,  wages  are  low,  how- 
ever abundant  or  superfluous  production  may  be,  the  wants  of 
labourers  will  be  poorly  and  inadequately  supplied.     If,  then, 
such  a  tendency  in  extreme  competition  as  has  been  indicated 
should  be  demonstrated,  an  important  practical  principle  will 
have   been  established,    namely,  that    the    greatest   benefit 
derivable  from  competition  does  not  coincide  with  its  maxi- 
mum intensity  ;  that  a  low  and  not  a  high  pressure  of  com- 
petition is  the  economical  test  of  a  perfect  organization  of 
industry ;  or  that  the   moderation  of  competition,  and  its 
adjustment  to  an  ascertained  limit  of  maximum  efficiency, 
not  its  liberation  from  all  restraint,  is  the  just  aim  of  economy. 
Several  considerations  might,  previous  to  proof,  suffice  to 
afford  a  presumption  in  favour  of  this  view.     We  have  seen 
how  absolute  is  the  power  of  taxation  of  industry  which  any 
organization  on  the  basis  of  private  interest  assigns  to  the 
indirect  earning  powers  of  rent  and  profit    We  have  seen 
that  by  the  very  conditions  of  their  existence,  they  are,  under 
any  circumstances,  adequate  to  the  maintenance  of  capital. 
We  have  seen  nothing  to  indicate  that  they  are  not  capable 
of  becoming  more  than  adequate,  and  analogy  favours  the 
presumption  that  they  may,  nature  always  assigning  to  the 
powers   of  reproduction  an   excess  of  energy.      The   mere 
consideration  of  the  strength  of  the  individual  desire  of  gain, 
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and  the  evident  danger  that  worthier  pursuits  may  succumb 
to  it,  is  one  of  almost  irresistible  weight ;  and  the  fact  that  it 
has  been  found  so  in  experience,  that  competition  is  every- 
where chained  and  fettered,  might  suffice  to  clinch  the  argu- 
ment 

We  have  hitherto  considered  only  the  case  of  an  absolute 
excess  of  production,  but  it  will  be  remembered  that  the 
principle  we  established  in  last  chapter,  was  not  that  of  an 
absolute  excess,  but  of  a  tendency  to  excess.  It  has  already 
been  indicated  that  this  tendency  calls  into  operation  forces 
by  which  it  is  ultimately  controlled  and  counteracted.  But  in 
order  that  evil  consequences  should  ensue  from  such  a 
tendency,  it  is  not  necessary  that  it  should  have  its  direct 
effects  unintcrfered  with.  If  competition  exists  in  excess,  the 
shock  and  collision  of  forces  necessary  to  reduce  it  to  its 
proper  limits,  may  itself  be  the  evil :  and  this  is  the  position 
we  have  now  to  examine. 

It  has  been  shown  that  the  natural  tendency  of  competition 
is  to  overdo  the  production  of  commodities,  not  simultaneously, 
but  in  successive  cycles  of  over-production  of  variously  related 
classes  of  commodities.  The  demand  for  all  classes  of  com- 
modities is  thus  successively  stimulated  by  artificial  cheapness, 
as  well  as  by  active  propagandism  ;  and  while  the  greater  part 
of  each  wave  of  production  which  advances  beyond  the  just 
limit  of  demand,  may  have  again  to  recede  ;  some  permanent 
effect  on  demand  is  always  liable  to  be  produced  by  the  new 
tastes  excited  or  habits  formed  by,  it  may  be,  a  temporary 
facility  of  enjoying  untried  indulgences.  This  propagandism 
of  counsmption  is,  as  already  noticed,  an  important  result  of 
an  aggressive  production.  It  is  only,  however,  by  an  increase 
of  earning  power  that  any  new  demand  can  become  effective ; 
and  as  we  are  not  to  assume  an  addition  to  the  numbers  of  the 
community,  it  can  only  be  by  increased  exertion  that  a  pro- 
duction to  sustain  the  extended  demand  can  be  maintained. 
But  as  an  aggressive  production  often  exceeds  the  effective 
demand,  always  in  fact  exceeds  it  in  some  direction,  there 
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is  always  a  waste,  or  unprofitable  consumption  of  commodities, 
through  their  meeting  with  no  demand  adequate  to  com- 
pensate for  the  labour  of  their  production.  These  are  the 
direct  results  of  over-production,  as  already  noticed  ;  and  it 
is  not  necessary  to  the  production  of  those  results  that  com- 
petition should  be  absolutely  unrestricted.  With  many 
restrictions  upon  competition,  we  are  familiar  with  them 
in  the  form  of  glutted  markets,  commercial  crises,  suspen- 
sions of  industry,  and  want  of  employment  resulting  from 
over-supply  of  particular  commodities. 

But  these  direct  results  of  industrial  pressure  are  surpassed 
in  permanence  and  importance  by  its  indirect  results.  These 
comprise  its  effects  on  the  distribution  of  labour,  and  in  its 
remuneration,  that  is,  on  the  distribution  of  wealth. 

In  the  organization  of  productive  industry  there  are  two 
great  classes  of  labourers.  It  is  not  more  indispensable  to 
have  a  staff  of  labourers  engaged  in  the  production  of 
commodities  than  it  is  to  have  another  staff  engaged  in 
their  distribution.  The  relative  numbers  of  these  two  staffs 
are  regulated  by  competition,  and  the  action  of  competition 
in  regulating  them  is  determined  by  the  relative  amount 
of  work  which  the  respective  staffs  have  to  perform.  But 
here  we  get  a  glimpse  of  the  complicated  nature  of  the 
operations  of  competition,  for  this  amount  of  work  again 
is  very  much  influenced  by  the  pressure  of  productive  com- 
petition. It  might  strike  even  a  superficial  observer  as 
strange  that  with  all  the  vast  improvements  that  have 
been  effected  in  the  mechanical  processes  of  production, 
so  little  diminution  has  been  effected  in  the  whole  sum 
of  industrial  labour  which  a  community  has  to  undergo 
in  supplying  its  material  wants.  This  Js  commonly  ex- 
plained by  the  great  increase  of  consumption  to  which 
these  improvements  have  led.  This,  no  doubt,  is  part  of  the 
explanation,  and  in  addition  to  the  greater  convenience 
and  luxury  to  which  this  increased  consumption  ministers, 
there    is  doubtless    a    large    amount    of  additional  waste 
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due  to  the  very  recklessness  in  the  use  of  numerous 
commodities  induced  by  the .  trifling  amount  of  their  cost. 
But  this  is  only  a  part  of  the  explanation,  and  we  have 
another  part  of  it  now  to  consider. 

The  labour  of  distributing  commodities  is  much  affected 
by  the  ratio  of  the  supply  to  the  demand.  If  the  supply 
is  limited  and  the  demand  great,  the  producers  have  com- 
paratively little  trouble  and  cost  in  the  work  of  distribution, 
the  eagerness  of  customers  saving  all  delay  and  unnecessary 
labour.  When  the  supply,  on  the  other  hand,  is  great  and 
the  demand  small,  the  labour  of  distribution  is  proportion- 
ally arduous,  and  the  expense  of  distribution  accordingly 
is  high.  From  these  considerations  the  rule  may  be  laid 
down  that  an  unstimulated  demand,  that  is  a  demand  not 
pressed  upon  by  production,  gives  the  smallest  normal  ratio 
of  the  labour  of  distribution  to  that  of  production,  and 
consequently  the  greatest  production  in  proportion  to  the 
whole  labour  employed.  This  is  evident  from  the  fact 
that  anticipative  production,  besides  the  risk  of  total  loss 
it  entails,  demands  additional  distributive  labour  of  two 
kinds :  first,  to  store,  preserve,  and  watch  the  goods ;  and 
secondly,  to  dispose  of  them  to  consumers  or  customers. 

The  labour  of  keeping  stock  is,  within  certain  limits, 
compensated  by  the  advantage  of  stock-keeping ;  but  the 
special  burden  of  an  aggressive  production  is  the  main- 
tenance of  an  aggressive  distributive  agency,  the  labour  of 
exciting  and  stimulating  demand  ;  and  this  labour  is  pro- 
portioned not  to  the  actual  excess  of  supply,  but  to  the 
activity  of  the  tendency  to  excess.  It  is  not  only  against 
actual  but  against  possible  competitors  that  the  producer  has 
to  take  his  measures.  We  shall  have  to  consider  this  charge 
on  distribution  in  various  details  apd  ramifications. 

We  may  take  first  a  comparatively  slight  but  significant  K 
agency,  whiph  will  serve  to  some  extent  the  purpose  of  an 
index  of  the  force  of  competition,  namely,  advertising.     This 
is  one  of  the  two  great  resources  employed  by  competition 
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for  the  purpose  of  stimulating  consumption.      It   is   aiade 
use  of  at  every  stage   in  the  processes  of  distribution,   but 
its  largest,  and  what   may  be  called  its  specific  use,  is    to 
appeal  to  the  final  individual  consumers  who  are  less  easily 
accessible  in   any  other  way.      Business    advertising  would 
to  some  extent  be  needed  under  any  industrial  conditions, 
and  where  needed,  it  is  the  most  economical  agency  that 
could   be  devised.     But,  in  reality,  the  need  of  advertising, 
except  for  the  purposes  of  stimulation  and  competition,  is 
comparatively  small.     In  every  trade,  as  a  general  rule,  the 
wholesale  dealers,  and    even  the  retailers,    know    perfectly- 
well,  or  have  ample  means  of  learning,  where  to  go  for  their 
goods  without  the   aid   of  public  announcements.     A   few 
periodical  intimations  in  the  shape  of  circulars  or  advertise- 
ments may  save  them   time  in   making  inquiries,   but    all 
the    rest  of   the  advertising  addressed   to  them   is  purely 
recommendatory ;  and  a  g^eat  portion  of  it,  though  ostensibly 
addressing  them,  is  really  intended  for  the  final  consumers, 
the  public.     In  a  large  town  there  are  few  people  so  ignorant 
as  not  to  know  where  to  go  for  their  groceries,  what  butcher, 
or  baker  or  tailor  to  employ ;  or  who,  if  in  want  of  infor- 
mation on  the  matter,  would  find  themselves  long  or  seriously 
at  a  loss  where  to  find  it    Yet  who  advertise  more  per- 
severingly  than   the  great  retailers.^    Thus  it  appears  that 
the  distributive  agency  which  is  not  directly  dependent  on 
producers,  besides   being  pressed   upon   by  the  distributive 
agencies  under  the  control   of  producers,  is  itself  actuated 
by  the  same  inexhaustible   propagandist  zeal ;  and  just  as 
each  producer  wishes  to  supply  the  whole  demand  for  the 
commodity  he  produces,  each  distributor  wishes  to  supply 
the  whole  demand  for  the  commodity  he  distributes.     Pro- 
ducers   and    distributors    are    thus    natural    allies    in   their 
operations  upon  the  public  appetite ;  and,  as  we  shall  see, 
work  admirably  together  for  their  mutual  interest. 

Advertising  may  appear  not  to  be   a  heavy  charge  upon 
industry,  and  in   respect  to  the  mere    amount  of  labour  it 
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costs,  it  is  not     Yet  even  the  mere  labour  may  be  under- 
estimated.    A  good  deal  of  paper  is  annually  covered  with 
advertisements,  in  newspapers,  books,  magazines,  and  reviews^ 
not    to    speak  of   dead-walls,    omnibuses,  sandwiched    per- 
ambulators,   and   other   contrivances.      But    the    labour  of 
advertising  does  not   all  appear  to  the  public  eye.     When 
a   new    book  appears,   the    public  think    not  only    of  the 
labours  of  the  compositor,  the  reader,  and  the  binder ;  they 
bestow  some  consideration  also  on  the  work  of  the  author. 
But  who  reflects  that   each   advertisement   has  an    author, 
if  indeed   it  is  not  the   work  of  many   labouring   brains  ? 
The    literature  of  advertising   is  arduous   in  proportion   to 
the    excitement  it  is  designed   to  produce.    A  plain  busi- 
ness   announcement  can    be    prepared   by    any    commonly 
educated   man    without   much   trouble ;  but  the  devices  of 
sensational  advertising,  endlessly  varied   as  they  are,  reveal 
the  resources   of  exhaustive  study.     Here,   alas!   too,  as  in 
other  literature,  the  result   is    not  always  in  proportion   to 
the  effort      The  happiest  hit  may  be  the  result  of  a  fortu- 
nate inspiration  ;  but  as  surely  as  it  is  so  will  many  sorely- 
tasked   aspirants  toil   after  it   in  hopeless    imitation.      The 
experienced  writer,  or  even  the  man  of  fair  education,  any 
one  of  '  the  mob  of  gentlemen  who  write  with  ease,'  will 
be   liable  to  form  a  very  false  estimate  of  the  amount  of 
labour    which    the    most  crabbed   advertisement    costs    its 
author.     Unfortunately  the  blessings  of  a  really   superior 
education    are    not    largely    diffused    among    retail    shop- 
keepers,   and    are    often    lacking    even    among    wholesale 
dealers.     The  throes  of  brain   and   agonies  of  composition 
over    relatives    and  prepositions    consume   many    a    weary 
hour   that   might  have  been   devoted   to  the   mysteries  of 
mixing,  to  the  congenial  exercises  of  the  watering-can  and 
the  sand-bag.      It   is   an   affair  of  state  for  the  grocer  of 
to-morrow's  advertisement   to  determine  whether  he  shall 
imitate  the  wine  merchant  of  to-day.  or  the  rival   grocer 
of  yesterday,  and  happy  is  he  who,   in   default  of  original 
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invention,  has  the  faculty  of  prompt  imitation.  He  who 
has  not  leans  heavily  on  his  confidential  clerk ;  and  it 
often  requires  much  incubation  before  the  conceptions  of 
the  principal  can  be  duly  hatched  by  the  subordinate,  and 
much  extraordinary  syntax  is  evolved  by  the  collision  of 
wits  in  the  preliminary  process.  The  opposite  quality, 
too,  is  in  this  kind  of  literature  to  that  of  mercy.  Instead 
of  blessing  him  that  gives  and  him  that  takes,  it  is  an 
affliction  to  the  advertiser  himself,  to  him  for  whom  he 
advertises,  and  to  many  innocent  people  who  have  nothing 
to  do  with  either.  It  exhausts  the  resources  of  assevera- 
tion, commendation,  and  eulogy,  and  having  exhausted 
them  it  proceeds  to  exhaust  them  again  in  a  never- 
ending  round  which  uses  up  all  its  devices,  consisting 
mostly  of  narrow,  sordid,  and  vulgar  notions,  in  a  cycle 
of  a  fortnight. 

Advertising  gratifies  the  public  in  one  way,  that  it 
appears  to  intensify  competition  and  cheapen  commodities. 
We  shall  afterward  have  an  opportunity  of  appreciating 
this  service,  but  it  is  evident  that  it  ministers  to  a  taste 
somewhat  debased  and  vulgar.  It  supplies  the  place  of 
an  old-fashioned,  but,  as  we  shall  see,  superior  safe-guard 
to  the  public,  confidence  in  an  honest  retailer. 

Advertising  is  a  fair,  but  not  a  perfect  index  of  the 
force  of  competition.  Much  depends  upon  the  habits  and 
temperament  of  a  people.  Advertising  has  developed 
much  more  rapidly  in  America  than  in  this  country;  yet 
even  there  the  general  rule  prevails.  It  is  in  the  large 
towns  where  competition  is  most  intense  that  advertising 
flourishes. 

The  direct  efforts  of  producers  to  stimulate  the  demand 
for  their  own  commodities,  or,  in  mercantile  language,  to 
push  sales  of  them,  are  not  confined  to  so  general  and 
vaguely  directed  an  agency  as  advertising.  There  is  an- 
other much  more  powerful,  and  also  much  more  costly 
agency,    that    of   personal   solicitation    and    propagandism. 
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It  is  true  that  this  agency,  as  directly  employed  by  pro- 
ducerSy  does  not  directly  reach  the  consumers.  But  by  its 
influence  in  flushing  the  channels  through  which  consumers 
are  supplied,  it  compels  a  similar  action  of  dealers  upon 
consumers.  There  is  no  question  that  a  dealer  will  keep 
a  lai^er  stock  if  daily  solicited  by  flattering  stents,  with 
perhaps  the  temptation  of  protracted  credit,  in  which  also 
producers  compete  against  each  other,  than  if  left  to  him- 
self; and  with  the  weight  of  his  stock  his  responsibility  is 
increased,  and  his  solicitude  and  anxiety  to  procure 
customers  augmented.  The  use  of  personal  agency  is  not 
confined  to  producers.  The  competition  of  productive 
industry  with  other  industrial  projects,  as  well  as  the 
admirable  efliciency  of  the  instrument  itself,  compels  all 
who  have  anything  to  dispose  of,  whether  in  the  form  of 
material  or  of  service,  to  have  recourse  to  it  Thus 
insurance  ofiices,  and  even  banks,  multiply  their  agencies 
as  well  as  producers,  and  there  is  hardly  any  one  who 
undertakes  any  industrial  responsibility,  who  will  not  pay 
a  commission  to  somebody,  to  be  shared,  perhaps,  by 
somebody  else,  in  return  for  inducing  somebody  to  do 
something  he  wants.  To  such  an  extent  is  this  carried 
that  the  whole  of  society  is  organized  into  a  potential 
canvassing  agency,  and  there  is  no  one  from  peer  to 
peasant  who  has  not  within  the  circle  of  his  own  acquaint- 
ance, some  one  willing  to  retain  his  influence  and  reward 
his  effectual  recommendation  with  a  commission  at  a 
stipulated  rate  per  cent,  and  who,  therefore,  has  not  been, 
is  not,  or  is  not  liable  to  become,  a  canvasser.  All  this 
mutual  exertion  has  one  object,  to  accelerate  expenditure ; 
and  it  would  be  strange,  where  every  man  is  both  a  con- 
sumer and  an  agent,  if  it  were  altogether  without  eflect. 
The  organization  of  agency  on  the  part  of  producers  for 
the  maintenance  and  extension  of  their  production,  is, 
however,  a  matter  of  suflicient  magnitude,  in  proportion  to 
the    entire    organization     of    industry,   to    merit    detailed 
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attention,  especially  as  the  details  of  industrial  life  are 
unaccountably  so  little  dwelt  upon  in  works  which  deal 
with  the  economy  of  industry. 

As  any  excess  of  production  over  the  effective  demand 
is  certain  to  g^ve  rise  to  increased  efforts  to  dispose  of 
the  produce,  an  increase  of  distributive  agents,  especially 
in  the  form  of  canvassers,  is  a  certain  index  of  a  tendency 
of  production  to  exceed  demand.  An  examination,  accord- 
ingly,  of  the  actual  development  of  our  distributive  agencies 
can  hardly  fail  to  impress  us  with  a  sense  of  the  aggres- 
sive force  of  our  production.  One  of  the  most  marked 
changes  that  distinguishes  the  latest  development  of  oirr 
industrial  organization  from  all  previous  stages  of  it,  is 
the  g^eat  increase  in  the  number  of  distributive  agents 
who  act  as  intermediaries  between  producers  and  retailers 
of  commodities.  This  is  due,  no  doubt,  in  part  to  the 
increase  of  facilities  of  communication,  which  have  so  largely 
extended  the  range  of  competition  both  among  home  and 
foreign  producers ;  but  it  is  to  the  increased  intensity  of 
competition  itself,  that  is  to  say,  to  the  increased  pressure 
of  production  on  demand,  from  whatever  cause  arising, 
that  this  is  to  be  attributed. 

Besides  middlemen,  properly  so  called,  that  is  independent 
wholesale  dealers,  there  are  two  classes  of  agents  represent- 
ing producers,  whose  sole  business  it  is  to  solicit  dealers  for 
orders,  and  press  upon  them  the  productions  of  their  em- 
ployers. The  one  class  called  commercial  travellers,  go  in 
regular  circuits  from  town  to  town,  or  through  a  given  district 
of  country  ;  the  other  class  consists  of  resident  agents, 
whose  operations  are  confined  to  the  town  or  district  in  which 
they  reside.  These  again,  in  populous  towns  or  districts, 
are  frequently  assisted  by  sub-agents,  called  town-travellers, 
canvassers,  or  drummers.  All  these  forms  of  agencies  are 
old,  hut  the  numbers  of  all  have  been  largely  increased. 
The  first  class,  or  commercial  travellers,  are  commonly  paid 
by  a  regular  salary  from  their  employers,  sufficient  to  cover 
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at  least  their  travelling  expenses  and  their  maintenance ; 
but  a  part  of  their  remuneration  is  very  often  in  the  form 
of  a  commission  upon  their  sales.  Resident  agents  are  more 
frequently  paid  entirely  by  commission.  The  drummers 
or  sub-agents  may  either  be  salaried  employees  of  the 
resident  agent,  or  his  principal,  or  they  may  be  canvassers 
hired  on  commission.  As  the  object  is  to  get  as  much  can- 
vassing for  as  little  remuneration  as  possible,  and  as  persons, 
especially  in  needy  circumstances,  can  always  be  got  to 
do  more  work  from  hope  than  from  definite  remuneration, 
the  latter  plan  is  very  often  resorted  to.  Many  of  the 
resident  agents  also  take  no  risk,  and  are  poorly  paid  for 
their  services.  Thus  a  large  amount  of  canvassing  is  done 
in  proportion  to  the  remuneration  paid  for  it. 

Commercial  travellers  are  probably  the  oldest  class  of 
representatives-  of  producers,  and  until  comparatively  recent 
times  were  the  only  class  developed  into  considerable  magni- 
tude. A  certain  number  of  resident  agents  might  represent 
great  manufacturers  in  large  towns,  but  a  regular  staff  of 
travelling  agents  was  the  first  device  that  became  common 
among  manufacturers  of  lesser  standing.  In  small  towns  and 
villages  it  is  still  the  only  full  representation  of  the  manu- 
facturing interests.  Both  in  the  larger  and  smaller  towns 
the  chief  local  intermediaries  between  producers  and  retailers 
were .  independent  middlemen,  or  wholesale  dealers,  and  to 
these  chiefly  the  limited  staff  of  commercial  travellers  of 
former  days  addressed  themselves. 

Although  increased  facilities  of  communication  have 
afforded  large  opportunities  for  multiplying  the  visits  of 
commercial  travellers,  this  form  of  representation  has  long 
been  found  inadequate  by  producers,  and  beginning  with 
the  largest  towns  and  descending  to  towns  of  second  and 
third,  and  finally  to  towns  of  any  considerable  magnitude, 
and  to  all  populous  districts,  local  agencies  have  been  or- 
ganized. This  form  of  agency  ha$  also  begun  with  producers 
of  the  first  magnitude,  and  descended  to  the  second,  third, 
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fourth,  and  inferior  grades.  Travelling  agencies  have,  to 
a  considerable  extent,  been  not  superseded  by,  but  rendered 
subordinate  to  this  local  organization.  The  traveller  who 
visits  the  larger  towns,  being  a  principal  or  confidential  re- 
presentative of  the  firm,  stimulates  the  local  agents,  visits 
with  them  the  principal  customers,  and  applies  his  special 
knowledge  to  remove  difHculties  which  the  local  agents  have 
found  insuperable. 

An  inevitable  result  of  the  development  of  this  form  of 
agency  has  been  the  superseding,  to  a  considerable  extent, 
of  the  class  of  middlemen,  or  local  wholesale  dealers.  If 
we  took  at  the  manner  in  which  this  has  been  done,  we 
shall  be  able  to  form  some  idea  of  the  relative  value  of  the 
two  forms  of  agency.  Commercial  travellers  who  visited 
a  district  at  stated  intervals,  especially  when  communication 
was  comparatively  rare,  could  not  afford  time  for  very  ex- 
haustive canvassing.  It  would  not  have  been  remunerative 
for  them  to  deal  with  petty  buyers,  and  the  retailers  were 
consequently  left  perforce  to  the  wholesale  dealers.  A  local 
agent  on  the  other  hand  with  a  staff  of  canvassers,  is  able 
to  undertake  anything,  even  to  attacking  the  largest  private 
buyers.  Accordingly,  when  a  competing  agent,  representing 
perhaps  a  new  manufacturer,  or  one  seeking  to  establish 
himself  in  a  market  for  the  first  time,  was  rejected  by  the 
local  wholesale  dealers,  he  would  not  rest  satisfied  with  the 
verdict,  but  would  appeal  to  the  retailers,  flattering  them 
with  the  enhanced  consequence  and  other  advantages  of 
dealing  direct  with  the  producers;  and  if  he  gained  his  end, 
as  to  some  extent  he  almost  certainly  would,  other  agents 
would  be  compelled  to  follow  his  example,  and  the  inde- 
pendent middlemen  would  be  gradually  pushed  aside  and 
starved  out 

It  might  seem  at  first  sight  as  if  this  were  a  decided  gain. 
We  have  already  in  the  field  producers'  agents,  middlemen 
and  retailers,  and  it  might  appear  that  the  cutting  out  of  the 
middlemen  was  a  purely  economical  movement,  and  a  step  in 
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the  reduction  of  unnecessary  distributive  agency.  This  de- 
pends, however,  on  the  service  the  middlemen  had  to  perform. 
We  might,  on  the  same  grounds,  assume  that  it  would  be  an 
additional  advantage  in  producers'  agents  to  supersede  re- 
tailers, and  deal  directly  with  consumers  ;  but  as  retailers  have 
an  obviously  indispensable  service  to  render  to  distribution, 
this  extension  of  the  argument  at  once  shows  its  inconclu- 
siveness.  In  point  of  fact,  the  superseding  of  middlemen  by 
direct  representatives  of  producers  is,  in  many  respects,  the 
superseding  of  a  better  agency  by  a  worse.  It  is  not,  in  the 
first  place,  a  reduction  of  agency,  for  if  the  producers  are  to 
deal  direct  with  retailers,  they  must  largely  multiply  their 
agents,  and  a  comparison  of  the  habits  of  the  two  classes  will 
show  that  the  new  agency  must  greatly  outnumber  that 
which  it  supersedes.  The  middleman  sells  for  a  profit  and 
takes  a  risk.  In  virtue  of  this  responsibility,  the  class  has  a 
self-adjusting  power  which  enables  it  to  adapt  itself  to  the 
wants  of  the  market  for  which  it  provides.  It  is  manifestly 
less  aggressive  than  an  irresponsible  agency.  The  middleman 
cannot  be  as  persistent  a  canvasser  as  the  man  who  depends 
wholly  on  commissions  ;  nor  can  he  afford,  like  the  producer, 
to  employ  canvassers.  He  has  commonly,  therefore,  a  set  of 
customers  to  whom  his  solicitations  are  for  the  most  part  con- 
fined. There  is,  on  the  other  hand,  no  more  zealous  canvasser 
than  he  whose  remuneration  depends  entirely  on  the  amount 
of  his  sales,  and  who  cannot  compensate  for  a  smaller  busi- 
ness by  a  larger  profit.  The  producer's  agent  accordingly 
scours  the  whole  trade,  and  is  always  eager  to  make  cus- 
tomers, and  to  represent  in  the  most  favourable  light  to  his 
employers  those  whom  he  has  made.  Every  producer  has 
thus  to  do  the  whole  work  which  was  formerly  divided  among 
the  middlemen.  But  the  middleman,  having  larger  dealings 
than  the  retailer,  is  commonly  a  better  judge  of  prices  and 
qualities  than  the  latter,  and,  by  his  skill  in  selection,  saves 
the  retailer  much  labour.  When  the  retailer  deals  with  the 
producer  direct,  he  has  to  do  all  this  work  himself,  and  as  he 
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commonly  deals  in  a  greater  number  of  articles  than  the 
wholesale  dealer,  his  work  is  proportionally  greater  and  his 
experience  less.  Thus  the  labour  of  every  retailer  is  largely 
increased  with  a  less  satisfactory  result,  and  in  consequence  of 
this  additional  work,  the  number  of  retailers,  as  well  as  that  of 
agents,  must  be  increased.  The  amount  of  this  labour  is 
further  augmented  by  the  persistence  of  canvassers,  who  are 
constantly  hanging  about  the  buyer,  craving  orders,  flattering, 
and  frequently  offering  petty  bribes  in  the  form  of  personal 
treating.  Wholesale  dealers,  moreover,  are  firmly  attached  to 
the  interest  of  their  own  market,  and  have  no  concern  with 
the  requirements  of  manufacturers.  They  oppose  a  steady 
resistence  to  the  inflation  of  the  market,  and  check  the  aggres- 
sive influence  of  supply  on  demand.  Hence  the  necessity 
under  which  an  aggressive  production  lies  of  superseding 
them.  For  this  reason  also  the  direct  organization  of  agency 
by  producers  is  liable  to  become  disproportioned  even  to  the 
work  it  has  to  perform.  It  has  been  noticed  that  there  are 
fluctuations  in  the  supply  of  all  commodities.  When  there  is 
besides  a  tendency  to  excess,  or  to  pressure  of  supply  on 
demand,  the  agency  must  be  in  great  measure  proportioned, 
not  to  the  average,  but  to  the  maximum  pressure  required  to  be 
exercised.  There  may  be  times  when  the  agent  has  little  to 
do,  because  the  manufacturer  has  little  to  offer ;  but  a  staff* 
must  be  kept  in  readiness  for  the  certain  return  of  the  period 
when  stocks  begin  again  to  accumulate,  and  sales  can  be  pro- 
cured only  by  extraordinary  exertions. 

To  so  great  an  extent  is  direct  agejocy  carried,  that  a  retailer 
has  seldom  to  move  from  behind  his  own  counter  in  order 
to  get  supplied  with  all  the  goods  he  requires  ;  but  it  is  evident 
that  the  advantage  in  point  of  time  and  labour  in  this  mode 
of  getting  his  supplies  is  much  against  him.  When  he  seeks 
his  own  goods  he  seeks  them  when  he  requires  them.  When 
he  is  subjected  to  the  solicitations  of  canvassers,  he  is  sought 
according  to  the  requirements  of  others.  The  tendency  of  an 
aggressive  production  to  increase  the  relative  number  of  dis- 
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tributors  at  the  expense  of  that  of  producers,  is  not  limited  to 
the  case  of  manufacturers'  agents.  It  prevails  in  every  depart- 
ment of  distributive  labour.  Let  us  look  at  the  case  already 
referred  to  of  retail  shopkeepers.  The  most  casual  passer-by 
in  the  streets  of  a  large  town  can  scarcely  fail  to  be  struck 
with  the  number  of  rival  establishments  for  the  supply  of  all, 
and  especially  of  the  commoner  wants  of  the  inhabitants. 
Are  all  these  distributors  needed  ?  When  we  have  butchers, 
bakers,  provision  dealers,  haberdashers,  etc.,  jostling  each  other 
in  e\"cry  street,  is  it  possible  to  doubt  that  the  real  labour  of 
distribution  could,  be  efficiently  performed  by  a  much  smaller 
number  of  distributors  ?  I  do  not  mean  that  shopkeepers  as 
a  class  are  under  wrought,  but  that  by  the  excess  of  their  com- 
petition they  make  work  for  themselves  ;  that  the  mere  sup- 
plying of  customers  costs  them  less  than  the  seeking  or  wait- 
ing for  them,  and  the  superfluous  labour  in  catering  for  them 
due  to  the  aggressive  action  of  producers  upon  them,  already 
referred  to. 

There  is  a  general  belief  that  this  multiplication  of  dis- 
tributors gives  a  great  advantage  to  the  consumer  by 
increasing  the  force  of  competition,  and  keeping  down 
superfluous  profits;  but  this  is  a  mere  delusion.  Com- 
petition tends  to  keep  down  the  profits  of  distributors, 
only  when  the  number  of  distributors  is  not  in  excess  of 
the  real  requirements  of  the  work  of  distribution ;  but 
if  competition  succeeds  in  making  work  for  distributors, 
and  increasing  their  number  unnecessarily,  it  increases  the 
total  expense  of  distribution,  and  this  expense  the  customers 
must  pay.  Suppose  there  are  two  shop-keepers  competing 
for  a  certain  amount  of  custom,  the  profits  of  which  are 
sufficient  to  maintain  them  both  in  tolerable  comfort,  the 
desire  of  each  of  them  to  secure  a  larger  share  of  the 
custom,  will  prevent  the  profits  of  either  from  rising  much 
above  a  decent  maintenance.  But  suppose  other  two  com- 
petitors establish  themselves,  and  succeed  in  securing  a 
share  of  their  custom,  profits  will  at  first  be  broken  down 
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by  the  eflForts  of  the  two  new  competitors  to  obtain  a 
footing,  but  they  will  gradually  be  forced  up  again  by  the 
increased  proportion  of  business  expenses  incurred  by  each 
competitor,  when  the  custom  formerly  enjoyed  by  two  is 
divided  among  four. 

Independently  of  the  pressure  of  an  a^^essive  production, 
the  desire  of  gain  has  a  natural  tendency  to  over-stimulate 
distributive  as  well  as  productive  labour ;  and  as  in  the 
case  of  production,  there  is  a  double  natural  provision  for 
the  expansion  of  this  labour.  There  is  a  class  of  proprietors, 
as  well  as  a  class  of  capitalists,  interested  in  extending  retail 
shop-keeping.  When  a  retailer  is  established  for  a  length  of 
time  in  a  populous  locality,  his  aggregate  profits  naturally 
increase,  and  this  increase  of  profits  attaches  itself  to  the 
locality  out  of  which  it  has  grown.  There  is  only  a  limited 
space  within  which  any  one  can  compete  with  him  effectually. 
Now  it  does  not  matter  whether  the  premises  occupied  by  the 
retailer  are  his  own  or  are  owned  by  another.  There  is  a  part 
of  his  profit,  possibly  the  larger  part  of  it,  which  is  purely 
local,  and  which  he  could  not  carry  away  with  him.  It 
distinguishes  the  site  of  his  business,  and  resolves  itself 
into  rent  If  the  retailer  owns  his  own  premises,  he  may 
be  content  with  this  part  of  his  profits,  and  handing  over 
the  business  to  another  become  a  landlord.  If  they  are 
owned  by  another,  the  owner,  unless  the  retailer  is  able 
to  find  other  suitable  premises  within  a  moderate  distance, 
will  be  able  to  levy  all  the  extra  profit  from  him  in  the 
shape  of  rent  Hence  the  rapid  rise  of  rents  in  the  central 
localities  of  great  towns.  Now  note  what  occurs.  This 
rise  of  rents  in  populous  localities  produces  a  new  interest 
in  favour  of  the  formation  of  distributive  agencies,  not 
among  distributive  labourers  or  capitalists,  but  among  the 
proprietors  of  ground  or  houses  in  every  direction  around 
the  favoured  centres  of  demand.  Thus  new  shops  break  out 
in  all  directions  as  far  as  the  hope  of  successful  competition 
can    extend,  and  not  customers   merely,  but  shop-keepers, 
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are  bid  for,  by  the  inducement  of  nominal  rents,  to  cultivate 
new  connections.  This  aggressive  action  of  property  is 
important  as  illustrating  its  natural  action  on  production, 
and  as  affording  evidence  of  the  error  of  those  who  imagine 
that  the  growth  of  production  is  left  exclusively  to  capital 
and  labour.  It  also  shows  that  distributive  agency,  having 
such  a  natural  stimulus,  tends  of  itself  to  overgrowth,  for 
all  such  natural  tendencies  are  without  defined  limits,  and 
are  only  controlled  by  other  natural  forces.  We  have  thus 
seen  two  outlets  by  which  a  tendency  to  over-production 
may  be  prevented  from  culminating  in  an  actual  excess 
of  commodities,  the  stimulation  of  consumption  and  the 
diversion  of  labour  into  the  channels  of  distribution. 

Besides  the  two  great  divisions  of  productive  labour,  direct 
production  and  distribution,  there  is  a  third  class  of  labourers 
maintained  by  the  direct  earning  power  of  labour,  consisting 
of  those  whose  services  are  not  directly  associated  with  any  of 
the  processes  of  wealth-producing  industry,  and  who,  in  the 
wider  sense  of  the  term  production  here  used,  may  be  called 
non-productive  labourers,  or  we  may,  perhaps,  with  more 
propriety,  call  them  non-industrial.  This  class  is  intimately 
associated  with  the  other  two,  because  it  forms  the  com- 
plement of  the  labouring  class  in  its  widest  sense,  and  the 
numbers  of  all  the  sections  are  determined  by  the  demand 
for  the  respective  kinds  of  labour.  A  tendency  to  over- 
production, proceeding  from  an  aggressive  action  of  capital 
on  production,  would  naturally  have,  in  the  first  instance, 
a  tendency  to  diminish  the  relative  numbers  of  this  class, 
but  if  this  tendency  culminated  in  over-production,  it  would 
naturally  cause  labour  to  flow  back  again,  and  especially 
if  the  increase  of  production  were  due  in  part  not  to  the 
abstraction  of  labourers  from  non-productive  services,  but 
to  the  increased  exertions  of  labourers  already  engaged  in 
production,  might  cause  it  to  overflow  in  the  opposite  direc- 
tion ;  so  that  the  result  of  such  a  tendency  might  not  be 
merely  a  temporary  disturbance  of  the  balance  of  productive 
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and  non-productive  labour,  but  a  permanent  inclination  of 
the  balance  in  the  direction  of  a  sustained  demand  for  an 
increasing  production  from  a  staff  of  producing  labourers 
permanently  reduced  to  the  lowest  proportion,  and  a  scale  of 
non-productive  service  established  upon  this  standard  of 
remuneration. 

That  the  productive  labour  of  a  certain  proportion  of  the 
labourers  of  a  community  should  sufHce  to  supply  its  material 
wants,  and  that  the  remainder  of  its  labour  should  be  free  to 
be  applied  to  other  objects,  is  the  greatest  triumph  of  civiliza- 
tion in  industrial  organization.  There  cannot,  therefore,  be  an 
excessive  proportion  of  non-productive  to  productive  labourers, 
unless  the  distribution  of  labour  is  oppressive  to  the  labourers  ; 
although  the  distribution  of  non-productive  labour  itself  that 
results  from  a  too  eager  pursuit  of  gain  is  not  likely  to  be  the 
most  advantageous  to  the  community.  Non-industrial  labour, 
however,  has  always  some  beneficial  object,  and  commonly 
exercises  some  refining  influence  on  some  section  of  the 
community,  and  if  the  exaction  of  an  excess  of  industrial 
labour  should  have  the  effect  here  indicated,  of  leading  also 
to  an  excessive  exaction  of  non-industrial  services  from  the 
part  of  the  community  directly  dependent  on  industry,  there 
will  at  least  be  some  compensation  to  society  for  the  addi- 
tional labour  performed.  It  is  otherwise  with  the  excess  of 
distributive  labour.  There  is  no  respect  in  which  a  man 
engaged  in  the  labour  of  distribution  is  employed  more 
advantageously  to  himself,  or  more  beneficially  to  others, 
than  a  man  engaged  in  the  labour  of  production.  Super- 
numerary distributors,  such  as  canvassers  and  agents  for  small 
producers,  are  commonly  poorly  paid,  and  there  is  nothing 
in  their  work  which  is  above  the  level  of  ordinary  human 
occupations  to  render  it  desirable,  on  either  ethical  or  aesthe- 
tical  grounds,  that  such  pursuits  should  exist  for  their  own 
sake.  An  excess  of  distributive  agency  is  consequently  a 
specific  evil  due  to  over-competition.  The  supernumerary 
agents  eat  up  a  large  share  of  the  produce  for  the  disposal 
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of  which  their  services  are  needed,  and  they  exercise  an 
adverse  influence  on  the  consumption  of  the  rest  of  the 
community.     There  is  nothing  else  to  show  for  their  labour. 

In  dealing  with  the  effects  of  over-competition  on  the 
distribution  of  productive  labour,  I  have  taken  these  effects 
from  experience.  I  have  assumed  that  there  is  an  excess 
of  productive,  or  generally  of  industrial  energy,  expended  in 
the  actual  conduct  of  our  industrial  organization,  and  the 
proof  of  this  is  to  be  found  in  the  periodical  excesses  of 
production  leading  to  forced  suspensions  of  labour  which 
attend  our  industrial  progress,  as  well  as  in  the  over-growth 
of  distributive  agencies  to  which  I  have  referred.  In  dealing 
with  the  effects  of  a  tendency  to  over-production  upon*  the 
remuneration  of  productive  labour,  by  which  the  proportion 
between  productive  and  non-productive  labourers  is  deter- 
mined, it  is  impossible  to  follow  the  same  course.  Although 
the  actual  excess  of  industrial  energy  is  due  to  the  prevalence 
of  competition,  yet  competition  is  not  with  us  so  free  as  to 
show  its  natural  results  on  the  remuneration  of  labour.  It 
is  restricted  by  two  things  which  have  on  this  point  a  vital 
influence,  legislative  restriction  on  the  hours  of  labour,  and 
trades  unions.  The  full  consideration  6(  the  effects  of  com- 
petition upon  wages,  both  with  and  without  these  restrictions, 
is  reserved  for  the  second  part  of  this  work,  and  the  remainder 
of  this  part  will  be  occupied  with  the  discussion,  under  various 
aspects,  of  the  competitive  system  itself ;  but  as  this  chapter 
is  designed  to  give  a  general  indication  of  the  results  of  over- 
competition,  it  would  not  be  complete  without  some  notice  of 
the  direction  in  which  it  tends  Lo  affect  wages. 

If  we  take  the  first  effects  of  over-competition  in  a  par- 
ticular trade,  when  new  capital  is  imported  into,  and  efforts 
are  made  to  extend  a  particular  production,  the  effect  is  to 
increase  the  demand  for  productive  labour,  and  raise  its 
remuneration.  But  the  producers  have  to  compete  against 
each  other,  not  only  for  labour,  but  for  demand.  Labour 
may  be  procured  in  various  ways  to  meet  their  requirements, 
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either  by  increasing  the  number  of  labourers,  or  by  increas- 
ing their  exertions,  but  the  necessity  of  an  extended  demand 
remains,  and  it  can  commonly  be  met  in  one  way  only,  by 
cheapening  of  production.  The  permanent  efforts  of  employ- 
ers, accordingly,  are  directed  to  the  lowering  of  wages,  and 
an  excessive  production  very  soon  gives  them  the  mastery 
of  the  position,  as  far  as  the  labourers  are  concerned. 
Before  production  can  press  upon  demand,  the  supply  of 
labour  must  be  made  ample  in  one  way  or  another,  and  this 
amplitude  of  supply,  which  has  become  permanent,  affords 
the  condition  of  reduced  remuneration.  It  has  been  noticed 
that  the  general  tendency  of  competition  is  to  push  produc- 
tion onward,  but  there  are  reactionary  periods  in  every  trade, 
caused  by  the  very  excess  of  energy  with  which  the  effort  is 
made  ;  these  periods  depress  the  value  of  labour,  and  when 
demand  revives,  and  profits  begin  to  improve,  the  whole 
margin  of  labour  cannot  be  absorbed  at  once,  and  the  com- 
mand of  the  market  remains  with  the  employers  as  long  as 
the  full  supply  of  labour  is  not  reached.  That  these  effects 
are  materially  modified  by  trades  unions  and  legislative 
restrictions  on  labour  will  subsequently  be  shown  ;  but  that, 
notwithstanding  these  modifications,  the  power  of  taxation 
of  direct  industry  possessed  by  capital  is  not  impaired  by 
over-production,  there  is  abundant  evidence  to  show. 

What  has  caused  illusion  on  this  subject  not  only  to  the 
general  observer,  but  also  to  the  economist,  is  the  number 
and  variety  of  incidents  in  the  progress  of  production, 
indicative  of  tendencies  different  from  the  prevailing  one  j 
but  which,  from  the  prominence  of  these  incidents,  have 
often  been  mistaken  for  the  prevailing  tendency.  These 
will  subsequently  be  systematically  examined,  but  some 
indications  of  them  may  be  given  here.  When  production 
actually  culminates  in  excess,  it  is  attended  with  heavy 
loss  to  producers.  Some  of  them  are  commonly  swept 
away  by  the  process.  But  this  loss,  which  is  occasioned 
by  the  excess  of  production  over  the  demand,  can   never 
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subsequently  prevent  production  from  overtaking  the  demand. 
If  the  capital  or  enterprise  of  the  employers  is  so  reduced 
as  to  bring  their  production  below  the  demand,  their  profits 
will  be  raised,  but  this  rise  of  profits  will  be  unattended 
with  a  rise  of  wages,  because  labour  in  these  circumstances 
is  necessarily  redundant.  It  is  this  wave  of  reaction  from 
an  excessive  production  that  alone  has  given  colour  to 
the  theory  that  industry  is  limited  by  capital.  But  even 
in  this  case  there  is  no  actual  deficiency  of  capital.  There 
is  not  only  abundant  capital  in  the  community,  as  the 
tendency  to  over-production  shows,  but  there  is,  as  we  shall 
subsequently  see,  abundant  capital  in  the  trade  thus  affected  ; 
only  that  capital  is  paralyzed  by  the  want  of  confidence 
resulting  from  recent  over-production,  so  that  industry  is 
not  here  limited  by  want  of  capital,  but  capital  already 
invested  in  industry,  as  the  mills  or  machinery  remaining 
idle,  is  kept  out  of  active  employment  by  want  of  adequate 
motive  to  exertion.  This,  however,  has  the  same  effect 
as  actual  want  of  capital  in  raising  profits.  These  fluctua- 
tions in  industry,  accordingly,  tend  to  increase  instead  of 
diminishing  the  whole  taxing  power  of  capital,  and 
accordingly  to  depress  correspondingly  the  renumeration 
of  labour. 

The  proof  of  this  consists  in  the  fact,  that  notwithstanding 
all  the  losses  sustained  in  production,  production,  is  main- 
tained not  only  sufficiently  to  meet,  but  to  act  aggressively 
on  demand.  Those  who  have  been  unsuccessful  in  their 
industrial  enterprises,  whether  of  production  or  of  distribu- 
tion, have  not  lived  like  labourers.  More  probably  they 
have  fared  sumptuously  every  day ;  yet  not  only  is  the 
capital  which  has  enabled  them  to  do  so  the  result  of 
previous  taxation  of  industry,  but  all  the  capital  by  which 
industry  has  been  successfully  maintained  and  extended  is 
the  result  of  such  taxation.  Competition,  then,  in  providing 
a  sure  means  of  taxing  industry  to  maintain  production, 
does  not  provide  an  economical   means;   for  the  surety  of 
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the  means  consists  in  this,  that  for  every  such  tax  that  is 
misapplied,  another  must  be  imposed. 

This  effect  of  competition  is  enhanced  by  certain  circum- 
stances  for  which    competition   is   not   wholly    responsible. 
Dr.  Chalmers  has  laid  down  a  principle,  which  he  evidently 
values  as  an  important  discovery,  that  the  remuneration  of 
employers  of  labour  is  determined   by  the  habits  of  living 
of  the  class   to   which   they   belong.     Mr.  Mill  also  speaks 
of  habit   as  controlling,   and   in    some    respects   forming  a 
boundary    to    competition.    Theoretically,  these    views   are 
entirely  wrong,   for  both  writers  overlook  the  essential  cir- 
cumstance  that  competition   is   one   of  the   most    powerful 
formers  and   changers  of  habits.     What,  for  example,  can 
a   body  of  labourers   do  to   resist  the  degrading  effects  of 
a  competition   which    increases   their   numbers   too   rapidly, 
if  they  have   nothing   stronger   to  oppose  to  it  than  their 
habits  of  living  ?    In  like  manner  the  position  of  employers 
of  labour  is  subject   to   competition.     Every   merchant's  or 
manufacturer's  clerk  is  a  potential  employer  of  labour ;  and 
the    number  who   are   ready  to   step   into   the   position    of 
masters  is  always  much   greater  than  the   actual   demands 
of  industry  require.     Among  those  who  are  thus  competing 
for  promotion,  a  powerful  determining  cause  of  success  will 
be   the  control  of  their  own  habits  of  expenditure ;  and  if 
such  reduced  habits  of  expenditure  are  not  rendered  per- 
manent, it  is  evidently  because  the  habits  of  the  class  are 
determined  by  their  earnings,  not   their  earnings   by  their 
habits.      Moreover,  there  is  a  certain  determined  proportion 
between   the   number  of  labourers  and  the  an>ount  of  pro- 
duce derivable  from  their  labour  ;*  but  there  is  no  determined 
proportion  between  the  number  of  labourers  and  the  number 
of  employers ;   so  that  on  strict  principles   of  competition 
among  employers,  all   that  the  habits  of  employers  could 
do   would   be   to   determine,  not  the  aggregate   amount   of 
their  profits,  but  the  numbers  of  the  class  who  shared  them. 

♦  See  Part  I.,  Book  IV.,  chap.  3. 
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If  the  habits  of  living  of  employers  were  high,  their  number 
would  be  comparatively  few ;  if  they  were  low,  they  would 
be  comparatively  many.  When,  accordingly,  new  com- 
petitors were  willing  to  live  at  a  low  rate,  they  would 
increase  the  number  of  employers  at  the  expense  of  their 
habits  of  living,  and  as  long  as  the  organization  of  industry 
permitted  the  number  of  employers  to  be  increased,  they 
would  go  on  increasing  in  this  way  at  the  expense  of  their 
individual  remuneration,  until  their  habits  of  living  were 
reduced  to  the  lowest  level  consistent  with  the  maintenance 
of  their  position. 

The  habits  of  employers  would  be  no  more  able  to  resist 
this  change  than  the  habits  of  labourers,  but  for  the  circum- 
stances that  the  organization  of  industry  itself  puts  a  limit  to 
the  increase  of  their  numbers,  and  that  the  increase  of  their 
numbers  itself,  by  increasing  the  intensity  of  competition, 
gives  them  a  greater  aggregate  power  of  taxation  over  industry 
in  the  manner  already  explained. 

The  circumstance  which  comes  in  here  to  enhance  this 
power  of  taxation,  and  for  the  results  of  which  competition  is 
only  partly  liable,  is  the  prevalence  of  credit  Credit  is  un-  / 
questionably  a  device  of  competition  ;  and  the  freedom  with 
which  credit  is  used  wherever  competition  is  active,  powerfully 
contributes  to  render  capital  available  to  the  largest  extent 
for  all  the  requirements  of  industry.  It  also  tends  to  keep 
the  number  of  employers  of  industry  up  to  the  highest  pos- 
sible limit,  because  it  renders  the  means  of  retired  investors 
available  for  those  who  have  not  adequate  means  of  their  own. 
But  that  for  which  competition  is  not  strictly  responsible  is 
the  liberation  from  their  obligations  without  compensation, 
of  persons  who  have  obtained  credit ;  and  as  competition  has 
sins  enough  of  its  own  to  answer  for,  it  must  be  carefully 
absolved  from  those  it  does  not  commit.  There  is  here,  in 
fact,  a  weakness  and  break  down  of  the  competitive  system  ; 
and  it  has  to  be  supplemented  by  some  other  device.  Com- 
petition is  responsible  for  the  break-down,  but  not  for  the 
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means  adopted  to  supply  its  deficiency.  In  olden  times  the 
laws  against  debtors,  even  in  the  most  civilized  countries, 
were  of  the  severest  kind.  '  His  lord  commanded  him  to  be 
sold,  and  all  that  he  had,  and  payment  to  be  made,'  represents 
pretty  fairly  the  spirit  of  these  laws.  Possibly  this  form  of 
law  may  be  more  in  accordance  with  the  spirit  of  competition, 
that  is,  of  private  interest,  than  that  by  which  it  has  been 
superseded  ;  but  it  had  at  least  the  inconvenience  of  being 
found  impracticable,  and  was  liable,  moreover,  to  upset  the 
state,  which  did  not  care  to  hazard  its  existence  in  order  to 
fight  the  private  battles  of  its  subjects.  As  commerce  ad- 
vanced, accordingly,  a  less  expensive  mode  of  adjusting  differ- 
ences became  indispensable ;  and  partly  from  motives  of 
humanity,  and  partly  of  interest,  the  more  lenient  view  has  so 
far  prevailed,  that,  in  the  most  advanced  mercantile  com- 
munities, a  complete  absolution  for  obligations  is  obtainable 
on  mere  proof  of  inability  to  meet  them,  and  on  condition 
only  of  the  previous  observance  of  such  forms  of  conventional 
morality  as  the  habits  of  industrial  competition  have 
established. 

In  this  extreme  form  of  the  law  there  is  no  doubt  much 
laxity,  but  there  is  a  great  practical  difficulty  in  establishing 
any  more  stringent  mode  of  dealing  with  obligations  incurred 
in  the  precarious  transactions  of  industry  which  shall  not  prove 
oppressive.*  It  is  obvious,  however,  that  the  facility  of  incur- 
ring obligations  thus  opened  up  must  have  a  great  effect  in 
increasing  the  number  of  mercantile  adventurers,  and  in 
enabling  them  to  live  beyond  their  real  earning  power ;  and  as 
surely  as  capital  is  thus  consumed,  it  is  reproduced  by  fresh 
taxation  of  industry. 

*  See  article  Debtor  and  Creditor  in  Popular  Encychpatdia^ 


BOOK  II.— CHAPTER  III. 

ON   THE  EFFECTS  OF  OVER-COMPETITION  ON   QUALITY. 

WE  closed  the  last  chapter  with  a  break-down  of  com- 
petition, and  in  this  we  shall  again  have  to  consider 
it  under  an  aspect  in  which,  notwithstanding  many  vaunts  of 
its  efficiency,  thers  is  manifest  failure.  The  case,  however,  is 
a  complicated  one,  and  we  must  endeavour  to  examine  it  as 
fully  as  is  consistent  with  brevity. 

Competition  affects  quality  in  a  variety  of  ways.  This  is 
evident  from  the  fact  that  it  brings  a  variety  of  interests  to 
bear  on  it  These  interests  may  be  divided  into  four  great 
classes.  There  are  the  interests  of  producers,  the  interests  of 
distributors,  the  interests  of  consumers,  and  the  interests  of 
labourers.  Each  of  these  classes  might  be  variously  sub- 
divided, and  if  we  examined  any  sub-division,  we  should  find 
that  these  interests  were  not  simple  but  complex.  If  we  go 
to  the  last  extreme  of  sub-division  in  any  class,  and  take  the 
interests  of  the  individual,  we  shall  still  find  two  distinctly 
marked  and  opposed  series  of  these  interests,  real  and  apparent 
interests. 

It  will  not  be  expected  that  we  should  go  exhaustively  into 
this  discussion,  nor  will  it  be  necessary  that  we  should  dissect 
minutely  the  various  interests  of  the  different  classes.  Of  one 
of  them,  that  of  labourers,  it  will  not  be  necessary  to  take 
any  special  notice,  as  the  effects  upon  quality  of  their  interests 
will  be  dealt  with  in  the  second  part.  What  we  shall 
-have  at  present  particularly  to  deal  with,  accordingly,  will  be 
the  interests  of  producers,  distributors,  and  consumers. 

Competition  exercises  a  beneficial  effect  upon  quality  in 
various  ways.     It  excites  to  emulation  among  labourers  in  the 
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excellence  as  well  as  the  quantity  of  their  work  ;  it  promotes 
invention  and  the  perfecting  of  the  processes  of  production ; 
and  it  stimulates  producers  to  emulation   in   maintaining  and 
improving  the  excellence  of  their  products.     All  these  things 
are  well  enough  known,  and  have  been  sufficiently  dwelt  upon ; 
but  they  form  only  one  class  of  the  currents  which  competi- 
tion sets  in  motion,  and  as  the  strength  of  the  contrary  class, 
to  which  our  attention  will  be  chiefly  directed,  increases  with 
the  intensity  of  competition,  I  have  headed  this  chapter,  On 
the  effects  of  over-competition  on  quality.      Excellence  de- 
mands repose,  leisure,  power,  opportunity  of  reflection  ;  intense 
competition  brings    haste,   over-occupation,    exhaustion,  and 
incapacity  for  thought.     There  is  therefore  a  mean,  beyond 
which  competition  cannot  be  conducive  to  quality.     Under  all 
circumstances  of  competitive  production,  the  opposing  currents 
which  move  in  the  directions  of  quantity  and  quality  respec- 
tively exist,  and  as  the  competition  becomes  more  intense, 
quality,  the  less  apparent  advantage,  tends  more  and  more  to 
give  way  to  quantity,  the  more  apparent     If  even    two  work- 
men become  unusually  keen  in  their  competition  with  each 
other,  the  chances  are  that  their  rivalry  will  turn  upon  which 
of  them  will  do  most  work,  not  upon  which  of  them  will  do 
it  best. 

The  effects  of  over-competition  on  quality,  however,  are 
not  limited  by  its  direct  effects  upon  the  immediate 
competitors.  It  is  by  the  collision  of  opposing  interests 
of  various  kinds,  that  the  final  effects  are  produced- 
With  producers,  competition  operates  in  two  opposite 
directions.  A  reputation  for  superior  quality  gives  a 
producer  a  great  advantage  in  effecting  sales,  and  every 
producer  is  ambitious  of  having' such  a  reputation.  The 
most  obvious  and  simple  way  of  acquiring  a  reputation 
for  high  quality,  is  by  actually  producing  articles  of  high 
quality ;  and  this  is  naturally  the  course  which  competitors 
anxious  to  secure  such  a  reputation  first  take.  There 
are   manifest    advantages    in   this   course.      The  reputation 
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it    gives  is   durable,  and  when   a  certain  standing  has  been 
attained   by  a   steady  perseverance   in   it,  it   is  difficult    for 
other   competitors   with   less   knowledge   or    experience,   or 
^with    inferior    resources,   to    rival    it      Accordingly,    when 
competition   is  moderate,  the  aim  of  producers  generally  is 
to    rise  to   a  high   reputation   for  superiority  of  production 
by   steadfast    attention    to  the    improvement  of  processes, 
the  selection   of   workmen,    and   the  choice    of   materials. 
This  process   is,  however,  a   slow    and   costly  one ;    and  as 
the    number    of    competitors    increases,    and    as    with  the 
increase   of   numbers   and   the   diminution   of  profits,  there 
is   a    greater    desire    for  extended    production,    more   par- 
ticularly as   many  of  the   new  competitors    are    commonly 
adventurers    of  limited    means,    incapable   of   sustaining   a 
long   competition  on  equal  terms  with  producers  of  greater 
reputation   and    superior    resources,    the   opposite   tendency 
begins   to    prevail.      This    is   to   set   price   against  quality, 
and  failing  equality  of  production,  to  bid  for  the  advantage 
of    superior  cheapness.      Competition    always   operates    in 
this  direction  as  well   as  in   the  other,  and  it  is  a  question 
of  circumstances  which   of  the  two  tendencies  becomes  the 
prevalent  one.     As   competition   becomes   more  intense,  a 
severer  attention  is   paid   to   economy  of  production.     The 
cost  of  materials,  the  wages  of  workmen,  the  time  absorbed 
in  the  processes  of  production,  are  all  more  severely  looked 
into ;  and  it  is  easy  to  see  how  such  solicitude  may  begin  to 
trench  on  quality. 

So  far-  the  competition  is  a  tolerably  even  one.  It 
may  suit  some  competitors  to  go  in  for  superiority  of 
quality,  and  others  for  lowness  of  price ;  and  as  both  of 
these  require  to  some  extent  to  be  provided  for  in  a 
general  scheme  of  production,  competition  may  be  credited 
with  at  least  legitimate  aims  in  providing  for  them.  But 
under  the  pressure  of  competition  another  tendency  of  a 
more  doubtful  kind  soon  begins  to  develop  itself  It  is 
soon   discovered   that  in  order   to  acquire   a  reputation  for 
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superiority  of  production,  it  is  not  strictly  or  invariably 
necessary  that  the  product  should  actually  be  superior. 
Quality  may  be  imitated,  or  even  pretended,  with  a  certain 
measure  and  duration  of  success  ;  and  the  success  of  these 
arts  provokes  emulation,  until  the  current  becomes  too 
strong  for  the  resistance  of  the  weaker,  or  it  may  be  even 
of  the  stronger  competitors.  Thus  the  final  stage  of 
degeneracy  in  competition  is  the  substitution  of  show 
for  substance,  and  of  pretence  for  reality.  There  are  in 
this  process  two  distinct  stages.  It  early  becomes  an  object 
with  competitors  to  give  as  much  show  as  possible  for  a 
given  price,  that  it  is  to  render  value  as  much  as  possible 
apparent  or  external.  That  this  can  only  be  done  at  the 
expense  of  intrinsic  value  is  evident ;  but  there  is  a  further 
stage,  when  the  appearance  is  made  actually  deceptive,  or 
when  the  commodity  is  set  off  with  false  recommendations. 
The  former  of  these  courses  may  trench  upon  the  borders 
of  honest  dealing ;  the  latter  crosses  them.  That  both  of 
these  practices  are  developed  to  a  large  extent  by  over- 
competition,  and  increase  with  its  intensity,  there  is 
abundant  evidence  to  show.  . 

Were  any  one  curious  to  write  the  history  of  commerce 
from  its  own  records  and  monuments,  he  would  find  every- 
where strewn  over  his  path  as  he  advanced  in  his  re- 
searches, memorials  of  the  devastating  effects  of  the  pro- 
gress of  competition  upon  quality,  and  even  upon  fair 
dealing.  In  every  trade  the  marks  and  numbers  which 
indicate  quality,  and  even  quantity,  would  be  found  to 
have  undergone  gradual  and  progressive  divergences  from 
their  original  meaning,  until  the  most  apparent  discrepancy 
had  been  reached.  Even  such  plain  indications  of  quantity 
as  |,  J,  or  I  of  a  yard,  in  describing  the  width  of  fabrics, 
are  by  no  means  to  be  understood  as  signifying  what 
they  mean  ;  and  it  is  not  a  matter  to  be  surprised  at,  but 
simply  an  indication  of  the  age  of  the  respective  design- 
ations,   if    I    is    found    to    be    less    than    J.      When    an 
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unfavourable  change  takes  place  in  the  conditions  of 
production,  the  natural  course  for  a  manufacturer  to  take 
would  be  to  alter  the  price  of  his  goods.  Keen  com- 
petition, however,  renders  this  a  very  difficult  course,  and 
if  one  competitor  declines  to  take  it,  it  is  still  more 
difficult  for  others  to  do  so.  There  is,  accordingly, 
another  course  which  is  often  taken,  to  retain  the  price 
and  the  usual  marks  by  which  the  goods  are  designated 
unaltered,  and  to  make  such  changes  as  the  cost  of  pro- 
duction requires  in  the  quality.  When  new  producers 
are  entering  on  competition  with  old  ones,  there  is  an 
incessant  striving  to  imitate  everything,  even  to  the  marks 
and  descriptions  of  the  goods  supplied  by  them,  and  to 
supply  the  imitated  commodity  at  a  price  lower  than  the 
original.  When  these  tactics  are  in  any  measure  success- 
ful, and  they  often  do  succeed,  they  react  on  the  older 
producers,  who  are  compelled  to  relax  the  conditions  of 
production  which  they  have  hitherto  deemed  indispensable 
to  the  maintenance  of  the  quality  of  their  production,  in 
order  to  meet  the  competition  of  their  less  particular 
rivals.  When  such  changes  are  made,  the  circumstances 
which  have  conduced  to  them  make  it  all  but  impossible 
that  they  should  be  avowed.  The  object  of  the  producer 
is  not  to  let  it  be  known  that  he  is  substituting  an 
inferior  for  a  superior  article ;  possibly  he  does  not  admit 
this  to  himself:  he  is  merely  economizing  somewhat  in 
the  processes  of  production  in  order  to  meet  the  pressure 
on  price  resulting  from  increasing  competition.  Thus,  in 
place  of  a  commodity  which,  it  may  be,  has  acquired  an 
extensive  reputation,  possibly  through  advertising,*  and 
with  the  aid  of  recommendations  or  even  of  scientific 
certificates,  a  modified  commodity,  actually  though  not 
obviously   different   in    quality,    is    substituted.      It   is  not 

*  The  case  here  supposed  is  sufficiently  general  to  include  all  grades  of  pro- 
duction, and  it  is  not  meant  to  be  implied  that  extensively  advertised  commodities 
are  usually  of  very  superior  quality. 
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merely  unscrupulous  adventurers,  then,  with  no  reputation, 
who  are  exposed  by  keen  competition  to  the  temptation 
of  deteriorating  the  quality  of  their  goods.  It  presents 
itself  in  the  most  insidious  forms  to  the  highest  in 
reputation  as  well  as  the  lowest ;  and  it  is  not  rogues 
and  vagabonds  alone  who  have  recourse  in  trade  to 
expedients  which  could  not  be  justified  by  a  strict 
theoretical  morality.  When  this  incline  is  entered  upon, 
there  is  no  resting  upon  it.  Morality  itself  becomes 
subject  to  competition  ;  and  the  conventional  standard  of 
trade  morality  gets  lower  and  lower,  until  the  things  done 
by  respectable  people  can  hardly  be  distinguished  from 
those  done  by  people  who  are  not  respectable,  except  by 
the  respectability  of  the  people  who  do  them. 

Such  things  have  happened,  and  will  happen  again.  It 
would  be  an  easy  matter  to  draw  up  an  indictment  against 
the  morality  of  trade ;  but  my  object  is  not  to  teach 
morality,  but  to  expound  economy  ;  and  it  will  better  serve 
the  purpose  to  show  something  of  the  process  by  which 
such  results  are  reached. 

It  has  been  observed  by  a  venal  statesman  that  every 
man  has  his  price.  The  cynical  appreciation  of  human 
nature  involved  in  this  assertion  is  undoubtedly  exaggerated. 
There  are  men  whom  no  advantage  would  buy  to  do  any- 
thing mean  or  dishonourable.  But  there  is  a  negative  sense 
in  which  the  maxim  is  more  widely  applicable.  There  are 
limits  to  human  endurance,  arid  men,  when  sorely  pressed, 
and  without  hope  of  escape,  will  do  things  which  they 
would  not  have  done  of  their  own  free  will ;  which,  perhaps, 
they  would  previously  have  believed  it  impossible  for  them  to 
do  at  all.  It  must  also  be  observed  that  when  the  responsi- 
bilities of  mercantile  life  press  heavily  upon  a  man,  it  is 
often  hard  for  him  to  tell  on  which  side  honour  lies,  and 
there  is  often  a  false  honour  on  the  wrong  side,  which  is 
too  liable  to  be  mistaken  for  the  true.  Customs,  insidiously 
established,  acquire  a  sanction  from  those  who  follow  them ; 
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and  it  seems  often  like  a  betrayal  of  trust  to  expose  and 
denounce  by  refusing  to  submit  to  them. 

There  is,  however,  a  more  hopeful  side  of  the  subject. 
There  is  an  amount  of  pressure  which  human  honour  and 
honesty  will  stand  ;  and  when  the  sense  of  honour  or  honesty 
is  well  trained,  the  pressure  it  will  stand  is  the  greater.  No 
man  becomes  a  rogue,  a  fabricator,  or  an  adulterator  all  at 
once.  There  are  comparatively  few  who  take  wrong  courses 
from  mere  greed,  or  inordinate  regard  for  their  own  interests  ; 
and  the  example  of  these  few  might  easily  be  resisted, 
and  their  conduct,  when  in  open  violation  of  positive 
morality,  might  easily  be  punished. 

When  there  is,  notwithstanding,  such  a  thing  as  a  con- 
ventional and  shifting  morality  in  mercantile  affairs ;  when 
there  is  a  prevalence  of  such  things  as  exaggeration,  mis- 
representation and  adulteration  ;  when  many  habits  of  mer- 
cantile life  are  established,  which  will  not  bear  to  be  narrowly 
scrutinized ;  when  those  who  come  fresh  from  *  a  strict 
school  of  morality  are  shocked  and  constrained,  and  are 
compelled,  under  a  cruel  probation,  slowly  to  unlearn  their 
theoretical,  while  acquiring  their  practical  standard  of  morals, 
there  is  proof  of  a  strong  deteriorating  pressure  of  com- 
petition. 

Taken  in  this  view,  adulteration  is  the  culminating  proof 
of  the  deteriorating  effect  of  competition  upon  quality ; 
for  adulteration  is  not  normally  the  result  of  voluntary  and 
deliberate  fraud :  it  is  normally  the  result  of  a  gradual 
process  of  deterioration  under  the  pressure  of  competition 
upon  price ;  of  a  life  and  death  struggle  to  maintain  profit 
against  the  force  of  aggressive  production.  When  such 
proof  is  afforded  in  the  markets  of  the  wealthiest  producing 
communities,  of  those  consequently  where  the  most  educated 
and  skilled  consumers  are  to  be  found,  what  may  we  expect 
of  the  production  which  is  destined  to  supply  foreign 
markets,  and  especially  those  markets  where  the  consumers 
are  ignorant  of  commerce,  and  unskilled  in  the  value  of  its 
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products  ?  The  evidence  that  deterioration  is  here  carried 
to  extremes  need  not  be  stated.  It  is  to  be  found  in  blue- 
books,  and  in  the  revival  of  native  manufactures  in  India, 
which  our  own  commerce  had  extinguished.  Of  production 
for  the  use  of  uneducated  races  generally,  it  may  be  broadly 
stated,  that  its  leading  aim  is  to  give  the  greatest  appearance 
at  the  smallest  cost,  and  that  the  effort  to  excel  in  apparent 
value  often  degenerates  into  direct  misrepresentation. 

The  inevitable  tendency  of  the  process  to  which  over-com- 
petition subjects  quality,  will  be  best  understood  by  taking  the 
most  favourable  case,  that  of  the  home  market.  We  have 
already  glanced  at  the  effect  of  the  competition  of  producers, 
we  must  now  look  at  that  of  the  other  classes  referred  to. 
The  most  important  class  of  distributors  in  relation  to  this 
matter  is  that  of  retailers.  These  are  placed  in  direct  com- 
munication with  the  consumers,  and  the  action  upon  each 
other  of  these  two  classes  must  now  be  considered. 

I  have  indicated,  at  the  beginning  of  this  chapter,  that  we 
should  find  in  the  course  of  it  another  break  down  in  the 
system  of  competition  ;  and  it  is  here  that  we  shall  find  it. 
Competition  is  a  fairly  adequate  means  of  regulating  the 
interests  of  buyers  and  sellers,  when  both  are  acquainted  with 
the  article  in  which  they  deal.  This  is  usually  the  case 
in  wholesale  transactions.  It  is  not,  indeed,  always  the  case 
that  a  wholesale  buyer  knows  what  he  buys.  There  are 
large  miscellaneous  buyers  who  cannot  have  a  thorough 
acquaintance  with  all  the  goods  that  they  deal  in ;  and  in  their 
case  competition  is  not  a  safe  guide.  It  is  normally,  how- 
ever, the  duty  of  a  wholesale  buyer  to  know  the  goods  he 
buys ;  and  it  is  an  exception  when  he  has  not  himself  a  com- 
petent knowledge  of  them,  or  when  he  cannot  employ  agents 
who  have.  But  what  is  the  exception  in  wholesale,  is  the 
rule  in  retail  buying.  No  one  is  a  competent  judge  of  the 
quality,  and  still  less  of  the  value,  of  all  the  articles  he 
consumes.  Accordingly,  competition  is  not  to  the  retail 
buyer  the  safeguard  that  it  is  pretended  to  be.    As  far  as  the 
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number  of  retailers  and  the  rates  of  profit  are  concerned, 
competition  must  regulate  retail  trade ;  but  it  fails  to  regu- 
late it  satisfactorily  in  determining,  as  between  dealer  and 
customer,  the  quality  of  the  article  to  be  supplied.  The  true 
and  natural  relation  of  the  retailer  to  his  customer  is  that 
of  a  sort  of  confidential  agent,  who  gives  him  the  benefit 
of  his  skill  in  selecting  goods,  and  charges  him  a  customary 
profit,  determined  by  the  existing  conditions  of  trade.  As 
the  customary  profit  of  the  retailer  is,  however,  always  deter- 
mined by  competition,  this  confidential  understanding  is 
always  liable  to  be  disturbed  by  it.  Were  the  competition 
.  of  retailers  for  customers  really  determined  by  the  normal 
rate  of  profit  charged  on  their  transactions,  there  would  be 
nothing  in  it  to  disturb  their  confidential  relations  with 
their  customers.  Were  the  question  for  a  consumer,  in 
deciding  whether  he  should  employ  one  retailer  or  another, 
whether  he  should  be  charged  a  gross  profit  of  30  ^/o  or 
35  0/0  on  his  transactions,  and  were  the  rate  of  profit  known 
and  adhered  to,  it  would  be  a  matter  of  indifference  to  the 
retailer  what  kind  of  goods  he  supplied,  and  it  would  be 
his  interest,  in  selecting  his  goods,  to  study  as  much  as 
possible  the  wishes  of  his .  customers.  But  this  is  not  the 
way  in  which  the  question  is  determined.  A  wise  buyer, 
indeed,  interferes  as  little  as  possible  with  the  prices  of 
the  tradesmen  with  whom  he  regularly  deals ;  and  thus, 
when  competition  is  moderate,  he  succeeds  to  a  consider- 
able extent  in  securing  their  confidential  services  on  a 
tacit  understanding  somewhat  approximating  to  this.  But 
when  competition  becomes  intense,  this  understanding  is 
commonly  broken  on  both  sides.  Tradesmen  begin  to 
advertise  and  canvass,  and  to  puff  the  qualities  and  prices 
of  their  goods.  Particular  articles  are  selected  for  this 
purpose,  and  the  prices  of  these  are  broken  down  till 
they  can  hardly  be  sold  at  a  profit  by  any  one.  Then 
other  articles  follow,  till  something  of  the  nature  of  decep- 
tion,  some  substitution   of  qualities,   some  presentation  of 
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show  for  substance,  is  needed  to  enable  the  keener  com- 
petitors to  obtain  a  working  profit  at  all.  And  this  mode 
of  competition  works  gradually  up  from  one  class  of  trades- 
men to  another,  till  it  reaches  those  whose  customers  are 
the  most  select,  and  whose  dealings  with  them  are  of  the 
most  confidential  kind. 

This  movement  on  the  part  of  the  tradesmen  is  met  by  a 
corresponding  movement  on  the  part  of  their  customers,  which 
it  is  partly  the  cause  of  exciting.  A  large  portion,  perhaps 
the  majority,  of  the  transactions  of  retail  dealers,  is  with  the 
sex  which  has  normally  no  experience  of  business,  and  no 
knowledge  of  goods,  but  what  is  supplied  by  domestic  ex- 
perience. But  it  is  not  always  the  result  of  ignorance  to 
inspire  want  of  confidence.  A  narrow  circle  of  knowledge 
gives  commonly  a  much  greater  assurance  of  infallibility 
than  a  wider.  Women,  moreover,  are  by  nature  bargain- 
makers,  and  are  always  much  slower  than  men  in  reposing 
confidence  in  tradesmen,  especially  in  the  matter  of  price. 
Even  without  provocation,  they  often  violently  tempt  their 
tradesmen  to  impose  on  them  in  quality.  They  accord- 
ingly yield  readily  to  the  flattering  solicitations  of  advertising 
tradesmen,  and  exercise  a  powerful  influence  in  extending 
and  drawing  upward  the  method  of  conducting  retail  busi- 
ness by  competition  d  outrance.  In  mercantile  circles,  and 
especially  in  large  towns,  another  influence  operates  in  the 
same  direction.  Many  persons,  both  as  principals  and 
employes,  acquire  a  knowledge  of  the  qualities  and  whole- 
sale prices  of  particular  kinds  of  goods.  Such  persons 
often  pride  themselves  in  using  their  knowledge  for  the 
purpose  of  acquiring  their  domestic  supplies  on  favourable 
terms.  Not  only  so,  but  they  benevolently  communicate 
the  secret  to  their  confidential  friends ;  and  the  informa- 
tion is  further  spread  by  the  love  of  boasting,  which  dis- 
tinguishes much  of  the  intercourse  of  social  life.  The 
master  and  mistress  of  the  household  are  as  proud  to 
exhibit  their  skill   as   buyers  in  certain  particulars,  as  the 


CHAP.  III.]  ON  COMPETITION.  161 

splendour  of  their  hospitality  in  others.  Thus  a  tradesman 
who  gives  an  advantage  to  a  particular  customer  on  account 
of  his  specific  knowledge,  is  tortured  by  finding  the  intel- 
ligence spread  over  •  half  his  customers,  or  tortures  other 
tradesmen  in  a  similar  way.  This  pride  in  hard  buying, 
too,  spreads  rapidly  in  mercantile  communities,  and  is  far 
more  widely  diffused  than  the  specific  knowledge  on  which 
it  professes  to  be  founded.  When  it  is  not  founded  on 
actual  knowledge,  the  temptation  it  presents  to  the  trades- 
man to  make  a  prey  of  his  would-be  oppressors  is  suffi- 
ciently obvious. 

Now  let  us  look  at  the  effect-  of  this  pressure  which 
comes  on  the  retailer  on  the  side  of  his  own  competitors 
and  of  his  customers,  along  with  that  to  which  he  is  subjected 
from  the  competition  of  producers.  We  shall  suppose  the 
case  of  a  retailer  who  deals  with  a  high  class  of  customers 
who  professes  to  keep  the  best  articles,  and  who  has  hither- 
to resisted  dealing  with  any  but  the  producers  of  highest 
standing.  His  customers  wish  the  best  articles,  but  it  does 
not  follow  that  he  is  free  from  cavil  or  criticism  on  the 
score  of  price.  Moreover,  there  are  rivals  who  are  willing 
to  bid  for  his  custom,  and  who  may  not  always  bid  for 
it  without  success.  Perhaps  he  may  know,  or  be  able  to 
guess,  more  than  his  customers  do,  of  the  means  by  which 
they  may  have  secured  it.  The  judgment  of  some  of  his 
customers  in  respect  of  quality,  he  may  have  reason  to 
know,  is  less  infallible  than  their  judgment  in  respect  of 
price ;  and  the  defection  of  a  few  of  his  customers  on  this 
ground  may  seriously  compromise  the  interests  of  the  rest. 

While  the  tradesman  is  compelled  to  debate  these  ques- 
tions with  himself,  it  is  the  duty  of  the  agents  of  producers 
who  wish  to  gain  his  custom,  to  call  daily  upon  him,  and 
assure  him  that  their  commodities  are  equal  to  any  in  the 
market.  In  his  unbiassed  judgment  he  knows  probably, 
or  did  know,  that  their  representations  are  not  true.  But 
among  the  numerous  grades  of  quality  submitted  to  him, 
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some  may  approach  very  near  his  standard,  which  he  has 
not  yet  admitted  within  it ;  and  a  sensible  relief  in  cost 
may  be  gained  by  accepting  them.  Possibly  a  skilled  judge 
might  be  required  to  tell  the  difference,  and  he  may  begin 
to  think  he  has  attached  too  much  importance  to  it  More- 
over the  agents  of  the  producers  of  greatest  reputation  are 
not  always  the  most  affable  or  persuasive  agents.  The 
agent  of  a  successful  house  acquires  some  of  the  importance 
of  his  principal,  but  the  agent  who  wishes  your  custom 
strives  to  cultivate  your  friendship  and  secure  your  con- 
fidence. It  adds  to  the  pleasure  of  anticipated  profit  to 
have  the  satisfaction  of  dealing  with  more  agreeable  people. 
The  first  experiment  on  the  judgment  of  customers  is  made, 
and  justified  by  success ;  and  others  follow  as  occasion 
dictates. 

Thus  it  is  that  with  every  class  of  retailers  competition 
is  continually  trenching  upon  quality,  until  the  margin  of 
the  toleration  of  customers  is  exhausted,  or  till  the  verge 
of  adulteration  is  reached.  In  this  way,  it  is  no  exagger- 
ation to  say,  that  higher  qualities  of  particular  products  are 
often  extinguished  or  driven  from  particular  markets  alto- 
gether ;  for,  in  order  that  the  demand  of  a  minority  may 
be  effective,  it  must  be  strong  enough  to  induce  a  class 
of  tradesmen  to  cater  for  it.  It  would  be  vain  to  look  for 
superior  quality  from  a  tradesman  whose  habitual  effort 
is  to  cater  for  cheapness,  even  if  the  customers  were  willing 
to  pay  for  it ;  and  when  the  taste  of  customers  sets  strongly 
in  the  direction  of  buying  cheap,  quality  will  be  sacrificed, 
even  if  it  is  not  intended  that  it  should  be ;  and  if  there 
is  a  minority  of  customers  who  would  willingly  pay  for 
the  highest  quality,  they  will  struggle  in  vain  for  the  attain- 
ment of  their  wishes,  as  they  will  certainly  be  confounded, 
with  the  larger  number  who  insist  on  the  incompatible 
conditions  of  quality  and  cheapness  together. 

In  the  process  of  deterioration,  even  when  it  reaches  the 
stage  of  fraud,  the    producer  and    the  dealer    often  work 
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together.  It  would  be  in  vain  generally  for  the  former  to 
attempt  to  deceive  the  latter;  and  this  is  the  justification 
often  employed  for  the  doubtful  practices  resorted  to  by 
producers,  that  no  deception  is  intended.  But  while  this 
is  true  to  the  extent  that  the  immediate  customers,  or  at 
least  the  principal  of  them,  those  whom  it  would  be  im- 
possible to  deceive,  are  taken  into  the  confidence  of  the 
producer,  the  process  culminates  in  deception  somewhere. 
There  is  somebody,  either  a  subsequent  dealer  or  the  con- 
sumer, to  be  deceived,  or  the  means  of  deception  would 
not  be  used. 

Among  larger  dealers,  and  among  producers,  in  purchasing 
materials  and  instruments  of  production,  competitive  agency 
takes  still  more  formidable  means  of  accomplishing  its 
object  In  a  large  establishment  it  is  impossible  for  the 
principal  to  overlook  everything,  and  much  has  to  be  trusted 
to  subordinates.  It  is  not  necessary  that  the  actual  buyer 
should  be  a  subordinate,  or  if  he  is,  he  may  be  too  important 
a  one  to  be  open  to  bribery,  but  there  is  always  some  one 
whose  influence  it  is  important  to  secure.  It  may  be  the 
buyer  himself,  it  may  be  the  foreman  of  the  department 
in  which  the  material  is  to  be  used,  or  the  official  to  whose 
judgment  it  is  to  be  submitted.  Whoever  it  is,  competition 
finds  him  out,  and  communicates  to  him,  with  a  delicacy 
suited  to  the  case,  substantial  reasons  for  approving  of  a 
particular  commodity.  Many  exposures  have  been  made  of 
corrupt  practices  of  this  kind,  and  they  have  been  shown  to 
be  widely  spread  and  ramified  in  every  department  of  trade  ; 
but  they  will  never  be  put  down  by  exposure  or  denuncia- 
tion. Their  beginning  is  too  easy  and  natural,  their  course 
too  gradual  and  imperceptible,  and  the  force  that  impels 
them  too  strong  and  persistent,  to  permit  any  hope  of  their 
direct  extirpation.  They  begin  with  efforts  to  secure 
civility  and  attention,  progress  by  mutual  favours,  and 
end  in  bribery,  conspiracy  and  fraud. 

The  advocates  of  competition,  notwithstanding  such  facts, 
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are  bound  to  maintain,  and  do  maintain,  the  sufficiency  of 
competition  to  support  quality.  In  order  to  make  good 
their  contention,  it  is  not  enough  that  they  should  show 
that  goods  of  high  quality  are  produced  under  competition  ; 
it  is  necessary  that  they  should  show  that  competition, 
left  to  itself,  will  maintain  the  general  level  of  production  for 
the  supply  of  the  wants  of  all  classes  at  a  satisfactory  stand- 
ard. If  this  is  maintained  by  any  one,  I  am  prepared,  from 
experience,  to  deny  it 

If  competition  is  sufficient  to  regulate  quality,  what  is  the 
meaning  of  stringent  laws  against  adulteration  ?  what  is  the 
meaning  not  merely  of  laws  to  regulate  weights  and  measures, 
which  may  be  defended  on  the  ground  of  the  convenience 
of  uniformity,  but  of  inspectors  to  enforce  these  law^s,  and 
stringent  penalties  for  infringing  them  ? 

The  difficulties  of  competition  with  this  matter  are  greatly 
increased  by  the  theory  of  free-trade,  which  insists  not  merely 
on  perfect  freedom  of  competition  within  the  markets  of  the 
same  community,  but  on  the  policy  of  opening,  without  re- 
striction, the  markets  of  a  community  to  the  productions  of 
all  other  communities.  This  puts  the  producers,  at  least, 
beyond  the  control  of  local  authority ;  and  makes  it  accord- 
ingly more  incumbent  on  those  who  hold  this  doctrine  in  its 
absolute  form  to  maintain  the  adequacy  of  competition  to 
sustain  quality.  It  is  true  that  in  regard  to  commodities 
disposed  of  by  retail  dealers,  inspection,  if  needed,  can  be 
brought  to  bear  on  the  retailer.  But  besides  that  this  is 
practically  a  restriction  of  trade,  there  are  other  commodities 
which  are  not  in  this  position.  Take,  for  instance,  the  case 
of  shipping.  The  repeal  of  our  navigation  laws  was  pre- 
ceded by  the  most  absolute  predictions  of  the  unqualified 
advantages  of  opening  our  ports  to  all  the  world.  I  am  not 
here  concerned  to  discuss  the  general  policy  of  such  a 
measure,  nor  shall  I  consider  whether  its  advantages  as  a 
whole  might  have  been  increased  or  diminished  by  any  con- 
ceivable restrictions.      This  is  a  question  which  does  not 
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belong  wholly  or  strictly  to  economy,  but  is  rather  a  question 
of  general  policy.  But  there  are  questions  of  fact  con- 
nected with  this  and  similar  questions  of  policy  which  do 
belong  to  economy,  and  which  have  been  frequently  misre- 
presented by  the  advocates  of  competition,  though  no  one 
makes  louder  pretensions  to  economical  infallibility  than  they. 

We  had  not  long  enjoyed  free-trade  in  shipping  until 
loud  clamours  arose  about  the  unseaworthiness  of  many  of 
our  vessels,  and  the  objectionable  and  dangerous  practices 
which  had  become  customary  in  loading  them  ;  and  Parlia- 
ment, so  great  was  the  excitement,  had  to  treat  the  matter 
as  urgent,  and  pass  a  temporary  measure,  preparatory  to 
more  permanent  and  elaborate  restrictive  legislation.  Now 
the  peculiarity  of  the  case  is  this  :  while  our  ports  have 
been  thrown  open,  and  remain  open,  to  foreign  vessels 
without  restriction,  our  own  vessels  are  subject  to  restric- 
tions from  which  foreign  vessels  are  free,  because  we  are, 
in  their  case,  without  the  means  of  enforcing  them.  What- 
ever this  arrangement  may  be  called,  or  by  whatever 
prejudices  or  principles  of  policy  it  may  be  defended,  it 
is  not  free-trade.. 

The  deterioration  of  our  vessels,  and  the  introduction  of 
doubtful  or  objectionable  principles  of  loading,  can  surprise 
no  one  who  knows  what  competition  is.  Safety,  like  any 
other  quality,  is  merely  a  question  of  price  ;  and  life  is 
held  in  no  greater  respect  by  competition  than  any  other 
alien  interest  with  which  it  has  to  deal.  When  com- 
petition becomes  keen,  and  price  has  to  be  reduced,  the 
margin  of  safety,  like  the  degree  of  any  other  desirable 
quality,  will  be  reduced,  and  this  reduction  will  go  on 
gradually,  but  steadily,  till  the  whole  margin  has  been 
worn  away. 

It  is  in  vain  for  the  advocates  of  competition  to  turn  atten- 
tion away  from  this  operation  to  another  which  proceeds 
simultaneously  with  it.  We  have  already  seen  that  competi- 
tion does  not  operate  on  quality  in  one  direction  only,  and  in 
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the  case  under  consideration  we  have  one  of  the  most  striking 
instances  of  this  that  could  be  presented.  At  the  very  time 
when  the  condition  of  our  shipping  has  provoked  complaints 
and  compelled  legislation,  we  have  been  approaching  the  cul- 
minating point  of  an  epoch  of  development  in  ship-building 
unapproached  for  extent  of  improvement  by  any  period  in 
the  history  of  the  art,  and  in  this  development  the  country  in 
which  these  complaints  have  been  made  has  taken  the  lead. 
In  our  trans-oceanic  steamers,  and  in  our  other  leading  lines, 
comfort  and  safety  have  been  amply  provided  for ;  nor  are 
our  high-class  vessels  for  the  conveyance  of  goods  inferior  in 
this  respect  to  our  passenger  ships.  Now,  it  is  to  be  observed, 
first,  that  this  contrast  is  not  altogether  a  normal  or  typical 
one.  The  fact  only  of  the  contrast  is  representative ;  the 
extent  of  it  is  not.  A  time  of  development  always  shows 
competition  to  its  greatest  advantage.*  When  the  develop- 
ment has  culminated,  and  when  increasing  numbers  are  press- 
ing forward  to  take  advantage  of  it,  the  strain  begins,  and  the 
inevitable  deterioration  sets  in.  But  in  any  case  the  tendencies 
of  competition,  as  already  said,  are  not  uniform  ;  and  there  is 
nothing  to  be  surprised  at  if,  under' special  circumstances,  we 
find  extremes  of  high  and  low  quality  in  the  same  market. 
Nor  is  there  so  much  as  many  imagine  to  vaunt  in  the  one 
case  or  to  censure  in  the  other.  It  never  was  and  never  will 
be  a  result  of  competition  to  equalize  all  competitors.  It  is 
not  by  monsters  in  human  shape  that  ill-built,  worn-out,  or 
over-laden  ships  are  sent  to  sea  ;  it  is  by  men  of  like  feelings 
and  aspirations  with  those  who  own  the  sumptuous  floating 
palaces  which  are  navigated  with  the  most  unerring  certainty, 
but  by  men  under  the  grinding  pressure  of  necessity.  It 
would  be  of  no  avail  that  any  individual  should  be  more 
scrupulous  than  others.    What  competition  demands  will  be 

*  This  is  a  fact  which  the  infatuated  (t.  e,,  extreme)  advocates  of  competition 
never  recognize.  The  result  of  their  policy  may  be  to  develop  trade,  but  it  is  also 
in  an  equal  or  greater  degree  to  develop  population,  and  they  never  tell  us  what 
will  happen  when  both  developments  have  culminated. 
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done,  and  human  safety  never  yet  stood  in  the  way  of 
human  enterprise?  The  question  is  one  merely  of  the 
urgency  of  demand,  and  if  this  should  continue  to  increase, 
legislation  itself  will  be  powerless  to  arrest  its  consequences. 
This  is  the  serious  consideration,  and  that  which  ought 
most  to  have  occupied  the  attention  of  our  legislators. 
Restrictive  legislation,  applied  exclusively  to  ships  of  home 
production  or  ownership,  has  no  tendency  to  improve  the 
demand  for  shipping,  or  render  it  more  remunerative ;  it 
has  a  tendency  to  turn  it  into  channels  beyond  our  control, 
and  it  has  also  a  tendency,  perhaps  more  dangerous,  to 
provoke  evasion.* 

I  forbear  to  go  into  any  detail  of  what  are  familiarly 
called  tricks  of  trade,  of  those  devices  which  in  every 
trade  are  practised  for  making  appearance  stand  for 
reality,  but  an  isolated  illustration  of  the  effect  of  com- 
petition on  quality  has  lately  come  under  my  notice, 
which  I  think  so  significant  as  to  be  worth  stating,  es- 
pecially as  it  forms  a  sort  of  complement  to  the  case  we 
have  been  considering. 

A  letter  appeared  recently  in  a  Scotch  newspaper,t  signed 
by  an  ex-engineer  of  one  of  the  principal  railway  companies 
of  the  north,  in  regard  to  the  causes  of  the  substitution  of 
steel  for  iron  rails.  The  writer  stated,  as  a  matter  of  experi- 
ence, that  the  wrought-iron  rails  laid  in  the  early  days  of  rail- 

*The  observations  in  the  text  may,  perhaps,  be  liable  to  misconception.  I 
look  upon  the  legislation  referred  to  as  a  plain  infraction  of  free-trade  principles, 
and  as  it  was  an  infraction  against  home  industry,  it  ought  to  have  excited  greater 
jealousy  on  the  part  of  our  Legislature.  The  case  itself,  however,  is  one  that 
justifies  the  infraction  of  any  theoretical  principle,  and  with  which  a  legislature 
could  hardly  avoid  interfering.  The  misfortune  is  that  competition  is  stronger  than 
any  legislature,  and  the  leak  left  in  our  precautions  by  the  exclusion  of  foreign 
vessels  from  them  will  make  their  efficacy  extremely  problematical,  llius  while 
the  Legislature  was  constrained  by  the  necessities  of  the  case  to  do  something,  free- 
trade  really  puts  the  case  beyond  its  control. 

+  The  letter  referred  to  appeared  in  the  Glasgow  Herald^  signed  J.  Dykes.  The 
writer,  I  believe,  was  engineer  of  the  Helensburgh  branch  of  the  North  British. 
I  have  not  been  able  to  recover  the  date. 
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ways  were  nearly  as  durable  as  steel,  but  that  the  quality  of 
the  rails  had  gradually  deteriorated  under  the  influence  of 
competition,  until  they  had  become  so  short-lived  that  it  was 
necessary  to  find  a  substitute.  The  significance  of  this  illus- 
tration consists  in  the  character  of  railway  companies  as 
buyers.  It  is  not  their  interest  to  buy  material  regardless  of 
quality  merely  for  the  sake  of  initial  cheapness,  and  poverty 
does  not  compel  them,  as  it  often  does  private  buyers,  to 
sacrifice  permanent  interests  to  the  exigencies  of  temporary 
necessity.  How,  then,  should  the  quality  of  material 
prepared  for  them  be  deteriorated  by  competition  ?  Evi- 
dently in  one  or  both  of  the  two  ways  already  mentioned, 
by  rival  producers  pressing  their  productions  at  lower  rates, 
while  professing  to  maintain  the  standard  of  quality,  but 
while  actually  lowering  it  so  gradually  as  to  escape  detec- 
tion, and  by  the  influence  of  agents  on  employes  in  pro- 
moting the  change.  I  cannot,  of  course,  vouch  for  the 
representative  character  of  the  facts  founded  on  in  this 
particular  case,  but  almost  every  private  buyer  must  have 
noticed  similar  changes  come  over  articles  he  has  been  in 
the  habit  of  using.* 

The  effects  of  competition  in  cheapening  commodities  lie 
on  the  surface,  and  are  not  always  as  advantageous  as  they 
seem.  Under  the  general  term  quality  I  have  included  all 
desirable  properties,  but  various  kinds  and  degrees  of  these 
may  be  distinguished,  some  of  which  are  of  more  importance 
than  others.  One  man  may  desire  to  wear  a  finer  coat  than 
others,  another  to  eat  more  savoury  or  delicate  food  ;  a  woman 
may  be  ambitious  of  costly  ornaments,  and  many  other  special 
tastes  may  be  designated,  the  gratification  of  which  depends 
upon  the  quality  of  particular  products.  Three  grades  of 
quality  may  be  noticed  as  comprehending,  for  the  present 

*  It  would  almost  seem  to  be  a  principle  in  the  manufacture  of  the  numerous 
minor  articles  of  daily  wear  or  use,  to  contrive  them  so  that  they  will  speedily  give 
way  at  some  essential  point,  and  this  frailty  is  often  covered  by  a  great  appearance 
of  substantiality. 


CHAP  III.]  ON  COMPETITION.  169 

purpose,  a  classification  sufficiently  simple  yet  exhaustive. 
These  are,  first,  the  fundamental  qualities  necessary  to  utility, 
as  durability  in  clothing,  wholesomeness  in  food,  etc. ;  secondly, 
there  are  specific  distinctions  of  quality  which  cannot  be  uni- 
versalized in  production,  and  may  therefore  be  called  qualities 
of  luxury,  those  which  distinguish  the  commodities  used  by 
different  classes  ;  thirdly,  there  are  higher  qualities  of  utility, 
which  can  be  universalized  in  degree,  and  which  ought  to  be 
so,  to  as  great  an  extent  as  possible.  These  may  be  called 
artistic  qualities  in  production. 

It  is  generally  recognized  that  the  last  of  these  classes 
requires  fostering,  and  cannot  be  safely  left  to  competition. 
As  I  strongly  coincide  with  this  opinion,  I  shall  say  nothing 
further  on  this  class.  The  second  class  also  I  shall  leave  un- 
noticed, though,  from  what  has  been  already  said,  it  will  be 
apparent  that  it  does  not  come  scatheless  out  of  the  fire  of 
competition.  I  desire,  however,  before  closing  this  chapter, 
to  notice  an  effect  of  the  cheapening  process  of  com- 
petition on  fundamental  qualities  which  is  not  apparent 
on  the  surface. 

There  is,  as  indicated  in  the  preceding  classification,  a 
natural  diversity  of  qualities.  Natural  products  are  not  uni- 
form in  quality,  and  however  they  may  be  elaborated,  the 
things  produced  from  them  cannot  be  equalized.  This  is  the 
natural  foundation  of  luxury,  and  by  the  distributive  process 
of  competition,  the  best  products  go  to  those  who  can  pay 
most  for  them.  It  follows  from  this  that,  in  the  ordinary 
course  of  things,  a  workman  does  not  wear  so  fine  a  coat  as 
a  gentleman,  even  on  Sundays  ;  that  he  does  not  so  often 
eat  the  best  joints  of  meat ;  and  that  numerous  other  dis- 
tinctions, most  of  which  have  a  natural  foundation,  are 
established  in  their  habits  of  living.  When  competition 
follows  the  natural  course  of  production  in  this  respect,  it 
cannot  be  censured.  It  gives  to  the  poor  a  compensation 
in  price  for  what  it  deprives  them  of  in  luxury. 

But    there    is   a   further    progress  of   competition   which 
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trenches  upon  fundamental  qualities  artificially,  and  which 
is  entirely  without  compensation  of  any  kind.  The  cheapest 
commodities  are  always  prepared  for  the  poor,  and  in  the 
competition  of  cheapness,  the  fundamental  qualities  which 
give  value  to  the  commodity  are  often  sacrificed.  Thus  the 
poor  are  most  exposed  to  adulteration  in  their  food  ;  and 
when,  whether  by  adulteration  or  otherwise,  the  deterioration 
of  quality  resulting  from  the  cheapening  process  is  carried  too 
far,  the  commodities  they  are  supplied  with  are  deficient  in 
efficacy,  and  are  really  more  costly  than  those  supplied  to 
wealthier  consumers.  This  is  further  exemplified  in  the  case 
of  the  quality  of  durability,  and  that  to  an  extent  not  com- 
monly suspected  Durability  is  a  quality  which  does  not 
appear  on  the  surface,  which  cannot  be  tested  by  appearance, 
and  which  is  therefore  always  liable  to  be  sacrificed  when 
cheapness  is  the  first  object.  This  is  well  enough  known, 
but  the  extent  to  which  it  takes  place  is,  I  apprehend,  often 
measured  by  a  false  standard,  not  only  by  dealers  and  con- 
sumers, but  also  by  theorists.  Let  us  take  an  instance. 
Suppose  a  coat  of  one  quality  costs  a  purchaser  £^,  and 
another  coat  of  a  different  quality  costs  him  30s.  We  shall 
suppose  that  the  two  coats  are  in  appearance  as  nearly  as 
possible  alike,  that  nothing  in  the  superior  article  is  sacrificed 
to  appearance,  and  that  the  difference  in  price  is  due  to  the 
difference  in  the  qualities  that  give  durability ;  and  we  shall 
suppose  further,  that  two  coats  of  the  30s.  quality  will  last 
longer  than  one  of  the  £^  quality.  Does  competition  confer 
an  advantage  on  the  purchaser  in  giving  him  the  latter  ? 
This,  I  presume,  would  be  the  common  opinion,  but  a  little 
consideration  will  show  that  it  is  unfounded.  One  of  the 
most  important  conditions  of  cost  is  quantity  of  production, 
and  if  there  is  an  apparent  advantage  in  the  cheaper  article, 
the  probability  is  that  the  demand  for  it  is  much  greater  than 
that  of  the  dearer  article,  consequently  their  relative  prices 
do  not  represent  their  comparative  cost  under  equal  condi- 
tions of  production.     The  price  of  the  one  is  a  fancy  price. 
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caused  by  scarcity  of  demand  ;  that  of  the  other,  perhaps,  the 
lowest  price  attainable  by  production  in  quantity.  If  the 
former  quality  were  produced  on  the  same  scale  as  the  latter, 
it  might  perhaps  be  produced  for  £2y  and  this  price  might 
render  its  advantage  in  durability  incontestable*  Hence, 
competition  has  not  taken  the  best  course  for  economizing 
production  and  saving  labour;  but,  on  the  contrary,  has 
established  a  demand  which  will  entail  a  permanent  increase 
of  labour. 

Durability  and  other  fundamental  qualities  are  due,  in  great 
measure,  to  the  care  bestowed  on  the  various  processes  of  pro- 
duction from  that  of  the  raw  material  to  that  of  the  finished 
product*  This  care,  if  bestowed  to  the  full  extent  necessary 
to  produce  a  high  standard  of  quality,  would  perhaps  only 
add  a  percentage  to  cost  as  compared  with  a  very  inferior 
degree  of  care  on  the  same  scale  of  production.  But  when 
competition  is  concerned  to  cheapen  the  first  cost  of  produc- 
tion, the  care  necessary  to  perfect  quality  is  very  liable  to  be 
trenched  upon.  The  commodities  upon  which  due  care  is 
bestowed  are  consequently  produced  on  a  small  scale ;  their 
comparative  cost  is  greatly  enhanced,  perhaps  it  rises  to  two 
or  three  times  that  of  the  cheaper  commodities.  They  are, 
therefore,  no  longer  productive  of  economy  to  the  purchaser, 
and  can  be  used  only,  by  those  who  purchase  them,  as  luxuries. 
But  in  being  forced  to  use  commodities  produced  on  less  eco- 
nomical principles,  the  mass  of  consumers  are  compelled  to 
pay  more  for  what  they  consume  than  the  strict  conditions 
of  production  render  necessary,  and  this  enhanced  cost  is  the 
price  of  competition. 

Another  case  in  which  competition,  while  it  cheapens  com- 
modities enhances  the  intrinsic  cost  of  production,  may  be 
briefly  noticed.  When  the  copyright  of  a  popular  author's 
works  has  expired,  there  is  a  very  marked  change  in  the 
mode  of  reproducing  them,  and  a  great  fall  in  the  price  of 
copies.  Numerous  publishers  rush  into  the  venture.  Edi- 
tions of  all  sorts  are  brought  out.    The  same  types  are  set 
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up  a  dozen  times  ;  if  editorial  supervision  is  needed,  a  dozen 
miserably  paid  and  incompetent  editors  are  employed,  and  a 
dozen  editions,  not  by  any  means  models  of  artistic  beauty 
or  literary  excellence,  appear.  Probably,  at  length,  a  satis- 
factory edition,  or  more  than  one,  is  produced,  but  in  the 
meantime  the  total  cost  of  production  has  been  multiplied 
by  abortive  efforts,  and  many  libraries  are  stocked  with  un- 
satisfactory copies,  and  much  rubbish  is  accumulated  on  the 
shelves  of  booksellers. 

This  last,  though  doubtless  aggravated  by  over-compe- 
tition, is  perhaps  an  instance  of  inherent  defect  in  the  method 
of  competition.  While  the  diffusion  of  literature  is  a  good 
thing  in  itself,  its  diffusion  in  unsightly  and  inartistic  forms 
is  a  considerable  evil,  and  is  seriously  detrimental  to  the 
honour  and  respect  due  to  literature.  The  works  of  a  great 
writer  kicking  about  in  corners  in  a  shape  unworthy  of 
respect,  is  not  altogether  an  edifying  spectacle,  and  it  is, 
perhaps,  not  even  an  unmixed  advantage  that  such  works 
should  be  made  a  drug  in  the  market  I  should  not  wish 
to  be  misunderstood  as  objecting  to  cheapness  in  itself. 
A  good  edition  cannot  be  too  cheap,  but  when  cheapness 
is   gained   at  the   expense  of   quality,   whether   literary   or 

m 

artistic,  it  is  more  offensive  in  literature  than  in  anything 
else.  Competition  has  also  begun  to  exercise  a  very  con- 
siderable and  not  very  improving  effect  on  the  matter  as 
well  as  the  external  form  or  get  up  of  our  literature.  If  we 
have  great  writers  of  fiction  left,  this  most  popular  form  of 
literature  is  surely  much  overdone.  Our  popular  magazines, 
too,  suffer  not  only  from  the  necessity  of  adapting  them- 
selves to  the  popular  taste  in  this  respect,  but  also  from  an 
excessive  increase  in  their  number,  which  has  been  attended 
with  a  marked  decline  in  originality.  The  freshness,  literary 
vigour,  and  variety  of  idiosyncracy  that  distinguished  our 
monthly  magazines,  in  particular,  about  a  generation  ago, 
can  hardly  be  said  now  to  exist.  Perhaps  the  progress  of 
science  has    been  too  much  for  literature ;    but  there    is, 
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I  apprehend,  another  and  purely  mercantile  cause  of  the 
decline  of  originality  and  distinctive  character  in  our  maga- 
zine literature.  The  multiplication  of  magazines,  like  that 
of  any  other  mercantile  product,  produces  a  painful  struggle 
for  mercantile  success  ;  and  magazine  conductors,  like  the 
conductors  of  other  mercantile  enterprises,  soon  begin  to 
discover  that  there  are  other  ways  of  earning  success  besides 
deserving  it  An  increase  in  the  number  of  periodicals 
does  not  necessarily  increase  the  number  of  competent 
writers,  and  does  not,  in  the  first  instance,  at  all  increase  the 
number  of  those  who  are  known  to  the  competent  The 
only  real  advantage  which  a  new  magazine  can  confer 
upon  the  public,  however,  is  to  introduce  new  styles  at  least 
and  forms  of  writing,  new  methods  of  treatment,  or  in 
some  form  or  other,  fresh  literature.  The  conductor  of  a 
magazine  is  a  self-constituted  judge  of  literature,  and  is 
bound  in  duty  to  the  public  he  proposes  to  serve  to  give 
them  the  best  literary  fare  he  can  procure.  But  as  the 
easiest  mode  of  acquiring  a  reputation  is  to  bid  for  writers 
who  have  already  acquired  one,  the  increase  in  the  number 
of  magazines  tends  simply  to  increase  the  intensity  of 
competition  for  writers  of  established,  and  especially  of 
great  popular  reputation,  and  consequently  to  hack  those 
writers  to  death,  and  deteriorate  the  quality  of  their 
productions  ;  while  the  various  periodicals  which  are 
competing  for  the  same  writer,  cannot  be  expected  to 
develop  any  marked  idiosyncracies.  Thus  some  of  our 
popular  magazines  might  perhaps  be  defined  as  con- 
sisting, to  a  great  extent,  of  the  sweepings  of  the  library 
floors  of  our  best  writers. 

It  is  not  to  be  forgotten,  however,  that  the  effects  of  com- 
petition on  quality  are  not  uniformly  in  the  wrong  direction, 
and  that  the  evils  attributed*  to  it  in  this  chapter  are  due 
mainly  not  to  competition  as  such,  but  to  over-competition. 
Apart  from  the  obvious  advantages  which  quality  gives  to  the 
producer,  there  is  in  men  an  inherent  love  of  excellence  and 
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a  desire  to  earn  what  they  earn  honestly.  These  principles 
are  not  easily  suppressed,  and  they  are  only  over-borne,  not 
extinguished,  by  extreme  competition.  The  milder  forms 
of  competition  may  even  conduce  to  promote  them  ;  and  it 
is  only  by  the  life-and-death  struggle  that  they  are  effec- 
tually crushed.  All  competitors  are  never  in  this  position, 
for  the  chance  of  all  are  never  equal,  and  therefore  com- 
petition in  its  worst  forms  can  make  out  a  plausible  case 
to  disguise  its  misdeeds. 


BOOK    III. 


ON    THE    GROWTH    AND    LIMITS 

OF   CAPITAL. 


CHAPTER    I. 

ILLUSTRATIONS  OF  THE  THEORY  OF  CAPITAL. 

IN  this  chapter  I  purpose  to  familiarize  the  reader  some- 
what more  with  the  view  of  capital  already  presented 
by  some  practical  illustrations.  I  consider  it  indispensable 
to  do  so,  because  the  common  treatment  of  the  subject  by 
economists  is  exceedingly  embarrassing  by  reason  of  its 
inconsistency.  Much  that  it  is  written  by  economists  is 
consistent  only  with  a  sound  view  of  capital,  while 
much  more  is  wholly  inconsistent  with  such  a  view ;  and 
what  is  worse,  the  unsoundness  is  represented  by  the 
theories  upon  which  economists  seek  to  establish  laws  for 
the  government  of  industry,  designed  for  the  guidance 
of  the  conduct  both  of  communities  and  of  individuals  ; 
while  the  sound  views  are  applied  to  the  explanation  of 
the  facts  of  experience,  and  serve  both  to  disguise  the 
weakness  of  the  theories,  and  to  give  them,  in  the  view  of 
the  unwary,  an  adventitious  support.  In  my  review  of 
John  Stuart  Mill's  fundamental  propositions,  I  have  en- 
deavoured to  indicate  the  sources  of  this  inconsistency ;  but 
in  order  that  its  effects  should  be  thoroughly  removed,  it 
IS  necessary  to  dwell  somewhat  more  on  the  divergence 
of  the  views  which  are  thus  confounded. 
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Mr.  Mill's  propositions  on  capital  bring  the  divergence  of 
the  two  views,  though  he  himself  has  confounded  them, 
into  the  most  conspicuous  relief;  but  neither  of  the  two 
great  restrictions  on  the  meaning  of  capital  which  have 
served  to  denaturalize  the  term  is  due  to  Mr.  Mjll.  One 
of  them  has  been  traced'  back  to  Adam  Smith,  and  the- 
other,  the  distinction  between  capital  and  natural  agents, 
though  it  seems  also  to  be  countenanced  by  Smith,  has 
its  proper  scientific  basis  in  Ricardo's  theory  of  rent. 

Any   restrictive   power  which    capital   exercises   over    in- 
dustry it   derives   solely  from   the   limitation   or   restriction 
of  natural  agents ;  and  it  is  unreasonable  to  exclude  natural 
agents  from  the  definition   of  capital,  and  then  to  ascribe 
to   it   a   restrictive   power  which  it  does  not  originate,   but 
merely  transmits.     And   the  division   of  stock,  or  artificial  . 
capital,  into  two  sections,  and   the  conferring  the  name   of 
capital  exclusively  upon   one    of  them,  leaving    the    other 
without  any  specific  designation,  as  if  science  had  no  fur- 
ther concern  with  it,  has  an  inevitable  tendency  to  conceal 
one  of  the  most  important   movements  of  which  artificial 
capital  is  susceptible,  the  constant  flux  and  reflux  between 
these  two  sections.     In  the  reasonings  of  economists,  capital 
and   labour    are    the    two    correlatives    constantly    brought 
under  our  notice ;  but   it  is  only  in   the   sense  in  which  I 
have  defined  capital,  as  including  natural  agents  and   pro- 
duced capital  as   a  whole,  and  not  merely  a  section  of  the 
latter,  that  it  is  the  true  correlative  of  liabour.     The  possession 
of  natural   agents,  as   much  as  of  artificial  capital,  ranks  a 
man  on   one    side  of   the  boundary  line   between    capital 
and  labour  ;  while  it  is  the  want  of  both  which  ranks  him  on 
the   other.      There   are    undoubtedly   cases   in   which   it    is 
desirable    to    consider  the   relations   of  capital   in   a   more 
restricted  sense  to  industry;  but  when  this  is  necessary,  it 
is    most  conveniently,  as  well    as  acurately  done,  by  indi- 
cating the  restriction  of  the  term  to  a  specific  meaning. 

The    proposition    that    industry  is    limited    by    artificial 
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capital,  as  such,  is  true  in  precisely  the  same  sense,  and 
in  no  other,  as  it  is  true  that  the  population  of  a  town  is 
limited  by  the  number  of  houses  it  contains.  This  pro- 
position may  in  fact  be  described  as  the  limit  assigned  to 
industry  by  ignorance ;  but  for  its  scientific  indorsement, 
I  should  have  said  by  popular  ignorance.  There  are  many 
things  by  which  industry  is  limited;  but  there  is  not  one 
of  them  which  is  not  graphically  described  by  saying, 
'capital/  Industry  is  limited  by  natural  agents  (by  capital) ; 
by  the  supply  of  labour  (by  capital) ;  by  restrictive  laws 
(they  frighten  away  capital) ;  by  insecurity  of  property  (by 
capital)  ;  by  indolence,  by  want  of  mutual  confidence,  by 
want  of  organization,  by  want  of  general  or  mercantile 
education,  by  the  misdirection  of  its  proceeds  resulting 
from  over-competition  (by  capital,  capital,  capital).  This 
mode  of  expression  has  the  advantage  that  being  in  har- 
mony with  scientific  conclusions,  it  gives  those  who  use  it 
an  air  of  superior  wisdom ;  and  while  it  saves  them  the  trouble 
of  thinking,  acquires  them  the  credit  of  having  thought. 
It  is  also  very  good  for  putting  down  clamorous  labourers 
or  their  advocates.  It  has  only  one  disadvantage  to  counter- 
balance these  :  it  is  wholly  devoid  of  truth. 

We  shall  take  some  instances  that  may  be  alleged  in 
support  of  this  popular  and  scientific  fallacy,  and  examine 
them.  The  railway  system  is  one  of  the  greatest  achieve- 
ments of  modern  industry.  It  spread  rapidly  in  this  country, 
and  has  thence  extended  with  great  rapidity  over  the  whole 
world,  its  progress  being  often  directly  promoted  by  British 
means  and  enterprise.  Our  own  possession  of  India  is  one 
case  in  which  this  has  been  done ;  and  I  suppose  those  who 
adopt  the  current  mode  of  reasoning  will  say  the  introduc- 
tion of  railways  into  India  was  due  to  British  capital.  This 
is  the  phraseology  of  the  market ;  and  it  is  so  superficial, 
that  it  is  truly  surprising  it  should  ever  have  received  a 
scientific  indorsement. 

The  material  fact  which  the  mercantile  observer  sees  is  the 
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transference  of  certain  means  and  materials.  What  he  fails 
to  inquire  into  are  the  causes  which  induce  the  transference 
on  the  one  hand,  and  render  it  necessary  on  the  other. 

The  truth  underlying  the  surface  observation,  is  that  in  the 
actual  circumstances  of  India,  British  aid  was  needed  for  the 
introduction  of  railways ;  but  why  ?  For  want  of  capital  ? 
No.  In  a  literal  sense  the  capital  to  make  railways  did 
not  exist  in  India ;  neither  did  the  industrial  skill.  But 
a  particular  kind  of  capital  and  skill  can  always  be  pur- 
chased; and  there  was  no  want  of  means  in  India  to  purchase 
them,  provided  there  had  been  the  disposition  to  apply  them. 
Two  things  were  required  to  render  the  native  means  avail- 
able, a  sufficiently  strong  conviction  of  the  utility  of  railways, 
and  a  capacity  for  organization  to  give  it  effect. 

Where  there  is  no  sense  of  want,  or  where;,  if  a  want  is  felt, 
there  is  either  a  lack  of  individual  power,  or  of  intelligence  to 
direct,  or  mutual  confidence  to  encourage  combination,  the 
means  to  supply  a  deficiency  may  exist,  but  they  will  remain 
unused. 

India  had  two  things  in  abundance,  labourers  and  natural 
agents.  She  had  also  an  organization  of  labour  sufficient 
not  only  to  supply  necessaries  for  her  population,  but  to 
provide  them  with  many  superfluities.  Could  not  a  sufficient 
portion  of  this  industry  have  been  diverted  from  its  ordinary 
channels  without  bringing  want  on  the  population,  to  supply 
the  means  for  providing  railways  ?  British  capital,  in  whole 
or  in  part,  provided  material,  and  the  means  for  importing 
directing  skill,  as  well  as  for  diverting  Indian  labour  from 
its  ordinary  channels  into  the  work  of  railway  construction. 
India,  it  may  be  assumed,  supplied  food  for  the  labourers, 
both  native  and  foreign.  It  could  also  have  supplied  from 
its  own  resources  the  means  of  purchasing  all  the  other 
necessaries  for  the  work ;  and  it  did  supply  the  credit  which 
purchased  them.  Had  India  been  ruled  by  a  powerful  native 
despot  who  had  become  strongly  possessed  with  the  conviction 
of  the  utility  of  railways,  he  could  by  taxing  the  community 
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have  provided  railways  as  easily  and  perhaps  as  rapidly  as 
a  British  Government  by  guaranteeing  dividends,  or  bor- 
rowing money  on  the  credit  of  Indian  finances.  Or  had 
the  population  of  India  had  sufficient  intelligence  and  mutual 
confidence,  they  could  have  provided  the  means  for  con- 
structing railways  by  spontaneous  combination.  The  work 
might  possibly  have,  progressed  more  slowly  in  this  way  ; 
but  it  would  not  have  been  less  sure,  and  its  ultimate 
development  would  have  been  more  certain  to  be  com- 
mensurate with  actual  wants. 

Industry  cannot  be  limited  for  want  of  capital  as  long 
as  credit  can  command  the  means  of  supplying  labour ; 
and  if  all  capital  were  capable  of  giving  profitable  employ- 
ment to  industry,  one  country  would  have  co  capital  to 
lend  to  another.  This  Indian  transaction,  therefore,  affords 
a  double  illustration  of  the  fallacy  of  Mr.  Mill's  propositions. 

One  or  two  other  illustrations  may  be  taken  from  the  same 
field.  It  has  often  been  attempted  to  establish  the  iron 
manufacture  in  India,  on  a  scale  commensurate  with  the 
supply  of  the  raw  material ;  but  though  iron  is  successfully 
wrought  on  a  small  scale,  the  attempt  has  always  failed. 
Had  this  attempt  not  been  repeatedly  made  without  success 
by  means  of  foreign  capital,  and  had  the  question  been  put 
to  an  economist,  why,  with  abundance  of  material,  has  iron 
never  been  wrought  on  a  large  scale  in  India  ?  He  would 
at  once  have  replied,  for  want  of  capital ;  and  it  is  doubtful 
if  this  answer  would  not  be  returned  still.  It  certainly  is  given 
in  innumerable  cases  of  the  same  kind.  If  foreign  capital  were 
supplied  as  rapidly  as  it  was  lost,  iron  might  undoubtedly  be 
made  on  a  large  scale  in  India ;  but  what  capital  has  failed  to 
do,  is  to  make  the  production  a  remunerative  industry.  This 
depends  not  upon  capital,  but  on  the  industrial  conditions  of 
the  country.  The  development  of  industrial  organization 
had  not  arrived  at  such  a  stage  as  to  make  a  large  iron 
industry  remunerative ;  hence,  when  capital  was  brought  to 
it   unsolicited   by  the   natural    demand,   an   extensive    iron 
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industry  could  not  be  created.  The  thing  wanting  was 
not  capital,  but  organization  ;  and  an  organization  extending 
not  to  iron  merely,  but  to  other  industries. 

India  sends  to  this  country  large,  quantities  of  raw  cotfon, 
and  her  cotton  production  has  been  greatly  augmented  by  this 
export,  yet  Indian  manufactures  of  cotton  goods,  when  exposed 
to  competition  from  the  manufactures  of  this  country,  have 
declined,  and  India  has  been  receiving  an  increasing  supply 
of  manufactured  goods  in  return  for  her  raw  cotton.  There 
is  here  a  clear  waste  of  labour.  Why  should  India  send  her 
cotton  12,000  miles  to  be  made  into  cloth,  instead  of  manu- 
facturing it  herself?  What  gives  the  British  manufacturer 
so  great  an  advantage  over  the  Indian  i  Again  we  are  told 
that  this  is  one  of  the  advantages  of  capital.  It  is  due  to 
capital  that  British  industry  is  so  highly  organized  that 
Indian,  and  even  in  many  cases  European  labour,  cannot 
compete  with  it.  This  is,  as  already  indicated,  an  exact 
reversal  of  the  true  relations  between  industry  and 
capital.  It  is  the  organization  that  has  supplied  the  capital, 
not  the  capital  the  organization.  The  systematic  pursuit 
of  industry  has  led  to  the  discovery  of  a  number  of  indus- 
trial wants,  and  of  contrivances  to  supply  these  wants.  We 
have,  accordingly,  in  respect  to  cotton  machinery,  had  two 
advantages  over  India  ;  priority  of  invention  and  a  superior 
industrial  organization  for  applying  our  inventions.  But  what 
hinders  India,  or  any  other  country,  from  following  our 
example  ?  Is  it  want  of  capital  ?  Surely  not.  The  same 
produce  that  purchases  our  goods  would  purchase  our 
machinery,  and  there  is  surely  no  country  so  poor,  especially 
no  one  which  supplies  so  large  a  part  of  our  raw  material, 
as  to  be  unable  to  purchase  one  cotton  mill ;  and  where 
one  mill  was  established  and  worked  profitably,  its  profits, 
if  there  were  no  other  fund,  would  in  time  suffice  to  build 
another,  or  would,  in  a  still  shorter  time,  draw  fresh  capital  to 
the  spot  for  the  purpose.  If  there  were  intelligence  to  direct 
and  skill  to  work  such  machinery,  and  a  market  for  the  pro- 
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duce,  the  want  of  capital  would  not  delay  its  erection  for  a 
week ;  and  failing  any  of  these,  if  there  were  energy  and 
determination  enough  in  the  industrial  community  to  make 
serious  efforts  to  create  them,  the  capital  would  not  be 
wanting.  There  would,  of  course,  be  a  preliminary  struggle 
against  the  acquired  advantages  of  the  better-equipped 
community ;  but  all  experience  has  shown  that  in  this 
struggle  persevering  industry  will  certainly  succeed,  and  be 
able  to  equip  itself  with  all  the  capital  necessary  to  enable 
it  to  compete  with  its  more  advanced  rival. 

India,  though  in  some  respects  less  adapted  for  in- 
dustrial pursuits  of  this  kind  than  Europe,  is  already 
exemplifying  this  principle.  Cotton-mills  have  already 
been  erected  in  India,  and  are  making  considerable  progress.* 
Beyond  certain  limits  they  will  not  probably  advance  very 
rapidly ;  for  India  does  not  yet  possess  the  same  social 
and  political  advantages  for  organizing  labour  as  England, 
and  has  not  long  enough  enjoyed  even  those  she  has  to 
educate  her  people  in  the  ways  of  our  highly  organized 
industry. 

The  only  things  needed  to  enable  any  country  to  establish 
any  manufacture  or  production  it  pleases  are  the  natural  con- 
ditions for  pursuing  it  to  advantage,  and  a  persevering  deter- 
mination to  have  it.  Against  these  no  acquired  advantages, 
whether  of  capital  or  organization,  will  stand.  Capital  invari- 
ably waits  on  well-directed  industry ;  and  so  universally  is  this 
the  case,  that  it  is  not  merely  the  capital  which  such  industry 
itself  creates,  but  the  capital  of  its  rivals  which  It  com- 
mands. How  often  has  it  been  shown,  when  an  industry 
has  been  greatly  prosperous  in  one  country,  and  has  been 
established    on   small    beginnings  in    another,    that  capital 

*  Free-traders  pretend  that  it  is  the  small  import  duty  that  has  enabled  India  to 
establish  home  manufactures ;  but  if  such  a  duty  is  adequate  for  the  purpose, 
the  advantages  of  a  powerful  industrial  organization  are  easily  overthrown,  and  this 
is  a  stronger  illustration  than  I  should  desire,  for  it  is  stronger  than  the  truth  will 
support,  of  the  power  of  industry  to  establish  itself  in  spite  of  acquired  advantages. 
A  much  more  accurate  account  of  the  revival  of  Indian  manufactures  is  that  given 
in  last  chapter. 
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comes  from  the  country  which  has  most  cause  to  dread 
the  prosperity  of  the  new  industry  to  support  it,  and  not 
from  that  country  alone,  but  from  the  rival  industry  itself. 
And  this  is  natural.  The  successful  industry  has  attracted 
to  itself  an  excessive  flow  of  capital,  whether  from  internal 
or  external  sources,  and  this  capital  finding  no  room  for 
further  expansion  in  the  old  field,  crosses  eagerly  the 
barrier  to  cultivate  the  new.  This  is  not  the  dependence 
of  industry  on  capital,  but  the  servility  of  capital  to 
industry.  This  notion  of  the  dependence  of  industry  on 
capital  is  due,  as  already  shown,  to  the  assumption  that 
industry  has  not  itself  the  power  of  creating  or  attracting 
capital ;  but  is  dependent  for  its  supply  of  it  on  a 
voluntary  parsimony,  which  may  at  any  time  fail  it.  I 
have  hinted  that  this  notion  may  have  originated  in  the 
professional  prejudices  or  national  predilections  of  our 
earlier  economists ;  but  it  seems  probable  that  it  has  had 
previously  a  wider  historical  origin.  The  beginnings  of 
modern  European  industry  were  feeble.  They  succeeded 
the  domination  of  a  different  principle  of  acquisition  from 
that  of  the  free  and  undisturbed  pursuit  of  individual 
interest,  a  principle  of  physical  force,  under  which  the 
stronger  individuals  took  the  liberty  to  appropriate  the 
means  and  persons  of  the  weaker,  and  use  them  for  their 
own  ends.  When  the  great  structure  of  modem  industry 
began  to  rise  amid  the  contentions  of  mediaeval  and  feudal 
Europe,  those  who  were  most  active  and  successful  in 
rearing  it  were  often  no  more  than  small  and  isolated 
groups  of  recently  emancipated  peasants.  Cut  off  from 
the  natural  resources  of  industry,  and  from  the  accumula- 
tions of  the  existing  organization  of  forced  labour,  by  the 
ignorance  or  contempt  of  their  feudal  superiors,  they  had 
to  rely  on  their  own  narrow  means,  and  hoarding  acquired 
with  them  an  exaggerated  importance,  which  they  sent 
down  as  a  tradition  to  their  descendants.  But  when  the 
free    industrial    movement    gathered   force,    and   drew   into 
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its  vortex  the  wealthier  and  better  provided  classes,  its 
organization  assumed  a  wholly  new  phase ;  the  natural 
laws  of  industry  came  into  free  play,  and  capital  was 
reduced  to  its  proper  dependence.  But  this  movement 
was  disguised  by  a  multitude  of  restrictions,  which  were 
only  slowly  removed.  Hence  the  old  traditions  survived, 
and  on  the  establishment  of  a  theory  of  economy,  they 
took  the  place  in  it  which  they  hold  to  this  day. 

It  is,  notwithstanding,  a  remarkable  circumstance  that  so 
elementary  a  fact  as  that  of  the  natural  function  by  which  the 
capital  of  industry  is  re-appropriated,  should  have  escaped  the 
notice,  or  been  excluded  from  the  formularies  of  economists. 
Let  us  take  as  an  illustration  a  case  of  elaboration  of  raw 
material.  An  employer  brings  together  certain  resources  for 
an  undertaking  of  this  kind,  and  he  engages  certain  workmen 
to  carry  it  on.  In  order  to  accomplish  the  end  of  the  enter- 
prise, the  produce  of  the  manufacture  must  be  adequate  to 
meet  three  classes  of  charges.  It  must  pay  the  wages  of  the 
workmen  ;  it  must  yield  a  full  equivalent  for  the  use  of  instru- 
ments, of  raw  material,  and  of  borrowed  capital  ;  it  must 
maintain  the  employer  and  his  dependants.  In  the  distribu- 
tion of  the  proceeds,  the  workman  is  concerned  with  only  the 
first  of  these  two  objects ;  the  other  two  concern  the  employer. 
The  wages  of  the  labourer  are  only  his  spending  money  ;  the 
returns  of  the  employer  include  both  capital  and  maintenance. 
To  him,  accordingly,  belongs  exclusively  the  charge  of  repro- 
duction. It  has  already  been  shown  that  there  is  no  danger 
that  this  charge  will  fail  of  being  adequately  $ittended  to,  not- 
withstanding the  circumstance  that  if  there  is  not  enough  to 
provide  for  maintenance  and  re-production,  for  the  supply  of 
present  and  future  wants,  the  latter  must  give  way  to  the  for- 
mer ;  and  it  need  only  here  be  observed  that  it  is  significant  of 
the  spirit  in  which  this  charge  is  undertaken,  that  the  formal  pre- 
cedence is  always  given  to  the  less  imperative  of  the  two  require- 
ments. The  theory  of  production  is  not  that  the  producer  may 
spend  the  gross,  but  the  nett  proceeds  of  production  ;  and  it  is 
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only  ^  temporary  necessity,  for  which  natural  laws,  as  already 
demonstrated,  provide  compensation,  that  causes  this  theory  to 
give  way.  The  reciprocal  support  which  various  industries 
lend  to  and  derive  from  o;ie  another,  especially  in  the  stages 
of  their  development  from  one  degree  of  organization  to 
another,  are  confirmations  of,  and  not  exceptions  to,  the  in- 
herent vitality  and  self-dependence  of  each  upon  its  own 
resources.  The  industry  which  borrows  to  promote  its 
organization  is  advanced  more  rapidly  by  borrowing  ;  but  the 
borrowing  is  incidental  not  indispensable  to  its  progress,  and 
if  each  industry  were  not  able  to  do  more  than  provide  for  its 
normal  wants,  there  could  be  no  such  principle  of  accommo- 
dation. The  spring  of  the  command  of  outside  capital  implied 
in  borrowing  also  lies  in  the  inherent  vitality  of  the  industry. 
It  is  because  hand-loom  weaving  commands  so  wide  a  field  of 
profitable  industry,  that  some  one  sets  himself  to  invent  a 
power-loom  ;  and  that  others,  when  it  is  invented,  supply 
means  to  construct  it 

There  are  only  three  possible  conditions  in  which  any 
industry  can  exist.  It  must  be  either  progressive,  stationary,* 
or  retrogressive.  Every  progressive  industry  creates  more 
capital  than  it  consumes.  This  is  the  sign  of  its  condition. 
The  condition  of  a  stationary  industry  is  to  sustain  its  capital 
and  maintain  those  who  are  engaged  in  it.  A  retrogressive 
industry  cannot  do  both.  Every  industry  that  creates  less 
capital  than  it  consumes  is  doomed.  Its  course  is  to  extinc- 
tion, unless  a  change  in  its  condition  is  effected  by  a  contrac- 
tion of  its  limits.  To  attempt  to  prop  it  by  external  capital 
would  only  aggravate  the  loss,  and  render  the  disproportion 
between  the  supply  and  demand  greater  by  further  stimulating 
an  unnecessary  production.     Thus,  the  only  state,  except  in 

*  This  is  rather  a  theoretical  than  a  practical  division.  No  industry  is  actuallj 
stationary,  and  if  any  one  maintains  for  any  time  an  average  position,  it  is  due  to 
the  constancy  of  demand.  The  excess  of  avarice  or  the  tendency  to  over-accumu- 
lation, always  occasions  efforts  to  be  made  to  extend  such  an  industry  ;  but  while 
the  demand  continues  constant,  these  are  frustrated  by  the  natural  tendencies  of 
over-competition. 
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the  mere  infancy  of  a  new  industry,  when  external  'aid  is 
indispensable  to  its  maintenance  or  expansion,  is  that  in  which 
neither  the  maintenance  nor  expansion  is  in  itself  desirable, 
and  in  which  the  aid,  if  supplied,  will,  from  the  very  conditions 
of  the  industry,  be  unavailing.  Moreover,  from  causes  which 
will  be  explained  in  a  subsequent  chapter,  it  happens  that  even 
in  a  declining  industry,  capital  is  always  re-appropriated  more 
largely  than  is  desirable.  It  is  the  labourer  upon  whom  the 
struggle  for  existence  of  a  declining  industry  falls  most  heavily ; 
and  when  internal  capital  fails,  it  is  often  supplied  from  exter- 
nal sources,  so  that  each  stage  of  the  decline  is  only  reached 
after  a  protracted  struggle. 

The  accumulation  of  capital  being  thus  an  integral  part  of 
the  series  of  processes  inseparably  associated  with  production, 
an  essential  part  of  an  organic  cycle,  is  not  dependent  either 
upon  voluntary  parsimony,  or  upon  the  economical  regulation 
of  consumption ;  while  the  parsimony,  whether  motived  or 
voluntary,  whose  end  is  accumulation,  has  no  tendency  what- 
ever to  limit  consumption,  or  to  subject  it  to  any  true  econo- 
mical control. 


BOOK  III.— CHAPTER  II. 

ON   THIi  ACCUMULATION    OF   CAPITAL  IN   ORGANIC 

RELATION   TO   INDUSTRY. 

IN  the  preceding  chapters  we  have  had  to  consider  various 
indications  of  the  tendency  of  accumulation  to  excess. 
It  has,  however,  been  noticed  that  accumulators  are  not  left 
altogether  without  a  guide.  As  in  each  particular  trade  the 
rate  of  profit  indicates  the  state  of  production  relatively  to 
the  demand  for  the  particular  commodities  produced  ;  so  the 
general  rate  of  interest  indicates  the  state  of  accumulation  rela- 
tively to  the  general  demand  for  capital.  And  it  would  seem 
that  these  indications  are  not  altogether  ineffective.  Low 
profits  do  discourage  production,  and  low  interest  discour- 
ages accumulation.  Were  it  otherwise,  there  would  be  no 
bounds  to  the  efforts  of  human  industry ;  and  a  blind  unde- 
viating  round  of  toil  would  make  up  the  sum  of  human 
existence.  But  neither  are  the  indications  themselves  suffi- 
ciently prompt,  nor  are  they  acted  upon  with  sufficient 
uniformity,  effectually  to  counterbalance  the  natural  tendency 
of  individual  interest,  under  the  ordinary  working  of  compe- 
tition, to  excess  of  production  and  accumulation.  In  propor- 
tion as  the  field  for  any  particular  kind  of  production  is 
extended,  in  proportion,  especially,  as  producing  markets 
and  the  common  outlets  for  their  productions  are  multiplied, 
that  is  to  say,  in  proportion  as  producers  and  consumers 
over  a  wide  area  are  placed  in  free  communication  with  each 
other,  it  becomes  a  matter  of  increasing  difficulty  to  ascer- 
tain the  relative  state  of  the  whole  production  and  demand, 
and  the  scope  afforded  by  this  general  condition  of  produc- 
tion to  each  producing  locality,  and  to  each  producer  in 
particular. 
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The  various  kinds  of  data  upon  which  this  information 
depends  are  all  widely  distributed,  and  can  only  be  slowly 
and  uncertainly  collected,  while  many  of  those  who  are  in 
exclusive  possession  of  the  particular  facts  which  compose 
them  are,  or  seem  to  be,  interested  rather  in  concealing  than 
in  disclosing  them.  Moreover,  it  has  been  shown  that  those 
who  have  to  act  upon  this  information  are  prompted  by  their 
immediate  interests  to  act  contrary  to  the  general  interests 
of  their  own  order,  and  to  the  higher  interest  of  industrial 
economy.  When  there  are  indications  of  over-production,  it 
would  be  the  interest  of  every  producer,  if  he  could  be  sure 
of  the  course  which  others  would  pursue,  to  limit  his  produc- 
tion, and  rather  to  diminish  than  to  increase  his  capital  ; 
but  as  there  can  be  no  mutual  understanding  among  pro- 
ducers, each  is  rather  concerned  to  secure  the  greatest  possible 
share  of  the  available  production  ;  and  for  this  purpose  each 
will  make  immediate  sacrifices,  and  struggle,  in  spite  of  de- 
clining profits,  to  maintain  or  increase  his  capital.  Thus  the 
indications  of  profit  are  not  obeyed,  because  the  individual 
producer  is  powerless  to  obey  them,  and  the  course  of  pro- 
duction runs  on  till  the  excess  assumes  a  form  so  aggravated 
as  to  be  beyond  individual  control. 

In  like  manner,  the  habit  or  instinct  of  accumulation  is 
not  arrested  by  the  mere  decline  of  interest.  This  is  pro- 
bably looked  on  as  a  temporary  circumstance,  and  accumu- 
lators go  on  in  the  confident  expectation  that  interest  will 
rise  again.  And  the  result  to  some  extent  justifies  their 
expectation,  for  every  excess  of  accumulation  tends  to  stimu- 
late consumption,  and  destroy  the  superfluous  capital ;  so  that 
room  is  again  made  for  the  new  accumulations,  and  the 
general  tendency  to  accumulate  is  not  discouraged  by  occa- 
sional losses,  however  heavy.  As  long  as  there  is  a  tolerable 
prospect  of  escape,  hope  always  surmounts  such  difficulties. 

The  tendency  to  over-production  and  over-accumulation 
is  thus  specially  distinctive  of  free-trade,  and  is  always 
greatly  increased  by  the  removal  of  restrictions  from  com- 
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petition.  There  is  under  such  conditions  a  strict  analogy 
between  the  course  of  production  and  that  of  population. 
The  indications  of  profit  and  interest  are  unavailing  to  check 
production  and  accumulation,  and  serve  only  to  measure  their 
excesses ;  just  as  it  is  the  actual  pressure  of  population,  and 
not  the  ascertained  proportion  between  births  and  deaths, 
that  serves  to  arrest  marriages. 

But  while  the  tendency  to  over-production  and  over- 
accumulation  of  wealth  are  unquestionably  increased  by  the 
extension  of  commerce  and  the  removal  of  obstructions  from 
trade,  these  forms  of  material  progress  have  other  conse- 
quences of  a  more  obvious  kind,  and  these  consequences 
are  so  attractive  and  brilliant  that  many  even  above  the 
common  rank  of  observers  are  so  dazzled  with  their  radiance 
as  to  be  unable  to  see  beyond  them. 

The  ultimate  results  of  these  various  tendencies  will  be 
considered  in  the  chapters  on  the  Growth  and  Limits  of 
Production  ;  meantime  we  have  only  to  notice  the  support 
they  afford  to  the  doctrine  of  an  unlimited  scope  for  profitable 
accumulation.  It  has  been  noticed  that  this  doctrine  is  en- 
couraged by  the  variety  of  human  wants  and  the  great 
diversity  of  forms  of  capital  created  directly  or  indirectly  to 
supply  them.  The  extension  of  commerce  increases  human 
wants.  It  also  stimulates  the  activity  of  the  industrial  part 
of  the  community  in  supplying  them.  And  it  opens  up 
fields  of  employment  for  capital  beyond  the  range  of  home 
industry.  Moreover,  it  tends,  as  already  observed,  to  give  a 
preponderance  to  industrial  over  other  interests.  These 
effects,  with  their  various  developments,  have  not  here  to  be 
discussed ;  but  in  this  chapter  we  shall  examine  more  in 
detail  than  has  hitherto  been  done  the  processes  of  accumula- 
tion, in  order  to  show  that  the  limits  of  possible,  and  still 
more  of  profitable  accumulation,  cannot  be  evaded. 

All  capital  is,  under  the  conditions  and  limitations  already 
noticed,  capable  of  ministering,  directly  or  indirectly,  to 
industry;  but  all  capital   does   not  actually  minister  to  it 
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The  importance  of  this  distinction  has  already  been  noticed, 
and  I  shall  here  mark  it  by  a  descriptive  epithet.  I  shall 
call  the  capital  actively  engaged  in  ministering  to  industry, 
capital  in  organic  relation  to  industry,  and  the  capital  not 
so  employed,  capital  not  in  organic  relation  to  industry. 
These  two  bodies  of  capital  cannot,  as  already  said,  be 
separated  from  each  other  by  any  precise,  still  less  by 
any  permanent  dividing  line  ;  still  the  distinction  itself  is 
a  real  one,  just  as  the  condition  of  matter  in  organic 
relation  to  a  living  body  is  a  distinct  condition,  although 
it  may  be  impossible  to  say  in  regard  to  some  particular 
portion  of  matter,  as  the  food  last  swallowed,  when  it 
enters  into  this  relation.  There  are,  however,  two  degrees 
of  this  organic  relation.  There  is  capital  actually  employed 
in  supporting  industry,  and  there  is  capital  affecting  in- 
dustry and  affected  by  it  through  its  efforts  to  obtain 
employment.  We  may,  therefore,  take  as  organically  re- 
lated to  industry,  in  the  more  comprehensive  sense,  all 
capital  actually  employed  in  industry  or  seeking  employ- 
ment through  the  recognized  channels  of  industrial  accu- 
mulation. 

In  this  chapter  we  shall  deal  only  with  capital  organically 
related  to  industry,  and  in  the  next  we  shall  consider  the 
possibilities  of  accumulation  under  both  conditions. 

All  capital,  as  already  observed,  is  capital  of  some  par- 
ticular kind.  A  great  advantage  is  gained  for  purposes 
of  mystification  by  constantly  talking  of  capital  in  general, 
and  never  adverting  in  detail  to  its  particular  divisions 
and  specific  functions.  Yet,  whatever  uses  it  may  be  turned 
to,  no  kind  of  capital  ever  changes  its  nature.  That  which 
it  is  originally  created,  it  remains  to  the  end  of  its  existence. 

The  productions  of  industry  are  employed  in  three 
distinct  ways,  in  all  of  which  they  are  capable  of  render- 
ing service  as  capital.  They  may  serve  for  direct  use 
or  enjoyment :  or  they  may  minister  indirectly  to  use  or 
enjoyment ;  first,  as   instruments   of  production  ;    secondly, 
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as  media  of  exchange.  All  commodities,  being  exchange- 
able, are  capable  of  being  used  as  media  of  exchange ;  but 
a  small  number  of  commodities  have  this  quality  in  a  pre- 
eminent degree.  Nearly  all  commodities  are  capable  of 
being  used  as  instruments  of  production ;  but  some  have 
a  very  limited  power  in  this  way,  while  others  which  are 
of  great  value  as  instruments  of  production,  are  of  no  use 
at  all  for  direct  enjoyment  or  consumption.  Sometimes, 
also,  one  of  these  uses  excludes  the  other;  while  in  other 
cases  both  may  be  combined.  The  same  corn  cannot  be 
both  eaten  and  sown  ;  but  the  corn  that  is  eaten  may  supply 
food  to  a  labourer. 

When  any  commodity  destined  for  direct  use  is  over- 
produced, that  which  happens  has  already  been  described. 
The  surplus  above  the  immediate  demand  is  in  the  first 
instance  stored  and  held  in  reserve  for  future  use.  This 
is  an  .accumulation  of  capital.  But  it  does  not  go  on 
indefinitely.  As  soon  as  the  capital  so  accumulated  exceeds 
the  amount  which  the  relations  of  the  particular  industry 
producing  it  render  it  expedient  to  have  in  stock,  an  amount 
which  is  measured  by  the  extent  of  the  connections  and 
resources  of  each  producer,  the  holders  become  uneasy,  and 
increase  their  efforts  to  get  rid  of  it.  Sales  are  pushed, 
prices  are  reduced,  consumption ;  is  stimulated,  and  the 
excess  of  capital  disappears,  without  any  permanent  effect 
on  production,  in  an  increased  consumption,  which  being 
caused  by  no  increase  of  demand,  but  merely  by  the  in- 
creased facility  of  attainment,  and  having,  consequently,  no 
relation  to  any  increase  of  the  wants  of  society  in  the 
particular  direction,  is  a  forced  consumption,  and  bears  a 
lower  ratio  of  utility  to  the  labour  of  production  than  the 
normal  consumption.  Every  such  forced  consumption,  con- 
sequently, while  it  makes  no  permanent  impression  either 
on  the  accumulation  of  capital,  or  the  supply  of  real  wants, 
represents  a  comparative  waste  of  labour.  Sometimes  even 
a  worse  result  ensues.      If    the  commodity  over-produced 
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is  perishable,  or  if  it  is  one  of  the  kind  which  depends  *on 
the  mutability  of  fashion,  it  may  fail  to  find  a  market 
at  all,  and  the  whole  labour  expended  on  it  may  be  lost. 
Commodities  of  these  kinds,  which  form  a  large  proportion 
of  consumable  commodities,  are,  accordingly,  always  sure 
to  be  pressed  upon  the  market  with  exceptional  eagerness, 
when  there  is  any  danger  of  the  production  of  them  being 
overdone.  This  process,  as  already  explained,  is  familiar 
to  all  producers,  and  its  periodical  recurrence  is  sufficient 
to  prove  that  the  mere  accumulation  of  capital  is  insufficient 
to  ensure  the  expansion  of  industry. 

If  we  now  consider  the  case  of  commodities  which  are 
not  directly  consumed,  but  are  used  as  instruments  of 
production,  we  shall  find  that  in  regard  to  one  class  of 
them,  which  may  be  called  general  instruments  of  pro- 
duction, something  of  the  same  kind  takes  place  when 
they  are  over-produced  as  with  consumable  commodities. 
They  are  used  more  freely  and  carelessly,  and  really 
render  less  service  in  proportion  to  their  real  cost  of  pro- 
duction, the  labour  bestowed  on  them.  If  the  general 
instruments  of  production  are  not  more  freely  used  they 
will  simply  remain  in  stock,  accumulating  charges  and 
rendering  the  whole  production  unprofitable.  Many  of  the 
more  important  and  costly  instruments  of  production  are, 
however,  not  general  but  specific ;  and  when  these  are 
over-produced  another  effect  takes  place.  When  an  over- 
production of  specific  instruments  occurs,  it  generally 
happens,  from  common  causes,  that  all  the  instruments  of 
a  particular  kind  of  production  are  over-produced  together. 
Now  one  or  other  of  two  things  must  happen.  Either 
the  over-supply  of  instruments  must  remain  unused  and 
altogether  unprofitable,  or  a  particular  kind  of  production 
must  be  stimulated  or  forced  beyond  its  natural  limits. 
As  the  simultaneous  increase  of  instruments  creates  a 
vested  interest  in  favour  of  production,  it  is  easy  to  see 
which    of   these    alternatives  will    commonly    be    realized. 
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Either    the  instruments    are    forced    into  use    by   reduced' 
prices,    or  the    holders    themselves    become    producers    of 
the  commodities  they  are  destined  to  produce.     Thus  the 
over-production   of  instruments  leads  to  the  over-production 
of  consumable  commodities. 

This  explains  the  extraordinary  persistence  in  the  over- 
production of  consumable  commodities  which  we  have 
already  noticed.  This  persistence,  or  tenacity  of  the 
vitality  of  production  in  adverse  circumstances,  is  an  in- 
dustrial phenomenon  of  the  highest  importance,  and  has 
been  far  too  much  neglected  by  economists,  whose 
speculative  treatment  of  their  science  has  limited  them 
to  a  round  of  doctrines  which  are  but  remotely  and 
dimly  representative  of  the  actual  facts  of  life.  Over- 
production of  directly  consumable  commodities  is  easily 
excited ;  but  when  this  over-production  induces  the  over- 
production of  instruments,  it  is  not  so  easily  allayed.  A 
complicated  organization  of  industry  has  thus  a  distinct 
inherent  tendency  to  promote,  or  at  all  events  to  aggra- 
vate, the  duration  of  over-production. 

Finally,  we  have  to  consider  over-production  in  relation 
to  the  quality  of  exchangeability. 

When  a  commodity  will  not  serve  the  purpose  of  its 
owner,  he  cannot  change  its  nature,  but  he  may  get  rid 
of  it  by  exchanging  it  for  another.  This  quality  of 
exchangeability  has  wrought  many  illusions  among  econo- 
mists. We  will  get  rid  of  most  of  the  illusions  on  this 
matter,  as  far  as  our  present  subject  is  concerned,  if  we 
consider  that  the  exchange  of  one  commodity  for  an- 
other neither  increases  nor  diminishes  the  stock  of  either. 
We  shall  not  at  present  follow  this  doctrine  into  its 
applications  to  foreign  trade,  which  have  been  already 
hinted  at,  and  will  afterwards  be  more  fully  discussed. 
The  range  within  which  a  commodity  is  available  as  an 
instrument  of  exchange  may  be  limited.  If  so,  its  over- 
production  will   immediately  lower  its  value,  and    a  direct 
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loss  of  part  of  the  labour  employed  in  producing  it  will 
be  incurred.  Or  the  range  of  the  instrument  may  be 
unlimited.  Then  a  specific  excess  of  production  or 
accumulation  of  it  will  lead  at  the  place  where  it  occurs 
to  a  more  rapid  conversion  of  it  into  other  commodities, 
leading  in  them  to  the  phenomena  of  over-production 
already  considered.  Or  if  the  increased  production  of  the 
universal  medium  of  exchange  is  general  and  protracted, 
its  value  in  relation  to  other  commodities  will  diminish 
in  proportion  ^o  the  increase  in  the  supply ;  and  the 
labour  of  producing  the  increased  supply,  as  far  as  its 
utility  as  a  medium  is  concerned,  will  go  for  nothing. 
A  brass  candlestick  answers  its  purpose  as  well  as  a 
gold  one ;  but  if  by  means  of  increased  production  gold 
were  made  as  common  as  brass,  the  relations  of  industry 
would  be  continuously  disturbed  throughout  the  whole 
transition  in  value,  and  in  the  end  the  sum  of  advantages 
to  society  would  be  represented  by  such  increased  utilitarian 
uses  of  gold  as  the  substitution  of  gold  for  brass  candle- 
sticks, with,  perhaps,  some  advantages  in  artistic  or  scientific 
applications.  The  utility  of  an  article  of  exchange,  accord- 
ingly, depends  on  the  constancy  of  its  value,  not  on  the 
power  of  expansion  in  its  supply.  This  is  a  fact  very 
often  misapprehended  by  currency  and  other  reformers.* 
Its  application  here  is  to  exhaust  the  proof  that  exchange- 
ability does  not  diminish  the  tendency  to  over-production 
This  will  be  further  illustrated  in  the  following  chapter. 

We  have  thus  seen  that  the  mere  increase  of  capital  in 
any  form  or  direction,  whether  local  or  general,  is  inade- 
quate to  create  or  sustain  a  permanent  extension  of  industry. 
The  tendency  of  all  local  excess  of  accumulation,  is  to  con- 
vert itself  into  an  excessive  production  of  consumables ; 
and  this  excess,  as  has  already  been  indicated,  does  not 
necessarily,  or  at  all,  imply  such  a  distribution  as  to  supply 
more  eflTectively .  the  real  wants  of  the  community;  while  a 

•  See  article  Currency  in  Popular  Encyclopaedia. 
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general   increase  of  the   more  permanent   forms  of  capital 
simply  diminishes  their  value  as  capital,  whether  as  instru- 
ments of  production    or    of   exchange.      In   regard   to  all 
capital    in    organic    relation    to   industry,    which  forms  the 
subject  of  consideration  in  this  chapter,  the  law  established 
accordingly  is,  that  the  growth  of  capital  depends  upon  the 
growth  of  industry  ;  not  the  growth  of  industry  upon  the 
growth  of  capital.     When   the  wants  of  a   community  are 
extending,   and   its   industry   growing,  the  capital  that  can 
be  held  in  organic  relation  to  its  industry  will  increase,  not 
indefinitely,  or  in  the  ratio   of  the  efforts   to  accumulate, 
but   solely  in  the  ratio  of  the  growth  and  expansion  of  in- 
dustry.    When,  on  the  other  hand,  the  industry  of  a  com- 
munity is  declining,  or  its  wants  diminishing,  from  whatever 
cause,  capital  will  diminish,  not  because  of  the  inadequacy 
of  the  efforts  of  accumulation  to  maintain  it,  but  because 
of  the   inability  of  the   diminished  industry   to  sustain  an 
undiminished   capital.     Each   particular  kind  of  capital,  as 
we   have   seen,  has  a  specific  function  to  serve  in  relation 
to  industry,  or  at  most  a  given  number  of  specific  functions ; 
and  beyond  this  its  power  cannot  go.     When  any  particular 
kind  of  capital  is  produced  beyond  the  limits  of  its  function, 
its  value  as  capital  is  diminished,  and  it  either  becomes  an 
instrument  for  forcing  production  abnormally,  or  a  useless 
drug.     Now  the  law  of  production  in  a  free  state  of- industry, 
is  as  we  have  seen,  that  each  kind  of  production,  when  not  arti- 
ficially restrained,  say  for  lack  of  material  or  labour,  presses 
upon  its  limits.     The  lack  of  material  produced  by  industry 
can,  therefore,   never  be  a    permanent    obstruction,    unless 
when  the  limits  of  natural  agents  are  pressed  on.     To  say, 
therefore,   that    industry   is    limited    by    capital    artificially 
produced,  is  to  say  that  before  the  limits  of  natural  pro- 
ductiveness are  reached,  human  labour  is  inadequate  to  the 
supply  of  material  human  wants.     But  the  limits  of  natural 
productiveness  are  not  reached  suddenly.    They  press  upon 
labour    gradually,    and     form    a    yielding    and    expanding 


CHAP.  II.]  ON   CAPITAL.  195 

boundary,  the  limiting  power  of  which  consists  in  the  ad- 
ditional pressure  required  to  overcome  the  resistance  to 
each  new  demand  on  the  powers  of  nature  ;  so  that  any 
increase  of  material  wants  only  brings  the  natural  limit, 
the  point  at  which  the  outward  pressure  and  the  resisting 
force  balance  each  other  nearer. 

At  whatever  point  the  powers  of  industry  meet  the 
natural  boundary,  it  is  by  that  boundary  and  not  by  the 
failure  of  artificial  accumulation  they  are  stopped.  It  is  not 
because  enough  of  capital  is  not  appropriated  to  the  support 
of  industry,  but  because  enough  of  produce  is  not  procurable 
by  the  whole  available  industry  of  the  community  to 
support  its  consumption,  that  the  growth  of  population  and 
of  industry  is  arrested.  To  say  that  industry  is  limited  by 
artificial  capital,  is  to  say  either  that  under  the  most 
favourable  circumstances  human  labour  is  incapable  of 
adequately  supplying  the  material  wants  of  human  society, 
or  that  men  are  so  short-sighted  and  improvident  that 
they  habitually  fail  in  their  organized  efforts  to  make  ade- 
quate provision  for  their  future  supplies  ;  a  conclusion,  as 
has  already  been  shown,  which  is  no  better  than  an  ex- 
aggerated inference  from  individual  cases  of  improvidence  ; 
and  which  as  applied  to  industrial  communities  as  a  whole, 
is  more  than  contradicted  by  experience. 

A  general  increase  of  parsimony  throughout  a  community 
would  evidently  diminish  the  demand  for  commodities, 
lessen  the  need  of  production,  and  reduce  the  amount  of 
capital  which  could  be  held  in  organic  relation  to  industry. 
That  this  is  not  invariably  the  effect  of  individual  parsimony 
is  due  to  the  reflex  influence  it  exercises  on  consumption, 
by  increasing  the  capital  of  production. 

Common  parsimony,  it  has  been  observed,  is  not  content 
with  its  specific  function  of  reserving  stores  for  future  con- 
sumption :  it  forms  accumulations  which  flow  back  into  the 
reservoirs  of  production,  already  amply  provided  for  from  the 
sources  of  motived  parsimony.    In  the  organized  industry  of  an 
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industrial  community  there  is  thus  a  double  security  against 
the  failure  of  industrial  capital ;  but  this  is  acquired  at  the  ex- 
pense of  a  double  tendency  of  capital  to  overflow  its  limits. 
The  fund  into  which  these  contributions  of  non-motived  par- 
simony flow  is  a  fund,  as  has  in  this  and  preceding  chapters  been 
shown,  which  does  not  increase  in  proportion  to  the  number 
and  amount  of  the  contributions  made  to  it,  but  only  in  pro- 
portion to  the  demands  of  industry  upon  it,  which  demands 
are  diminished  by  this  voluntary  superfluity  of  accumulation. 
To  remain  idle  is  for  this  fund  to  perish  ;*  to  be  compelled  to 
struggle  for  employment  is  to  destroy  or  be  destroyed.  The 
common  occurrence  of  gluts  of  capital  proves  that  this  is  an 
actual  condition  of  our  industrial  organization,  and  not  a  mere 
theoretical  contingency. 

*  I  assume  that  capital  put  into  the  commoD  reservoirs  bears  interest,  and  thus 
compels  those  entrusted  with  it  to  find  employment  for  it 
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ON  ACCUMULATION   UNDER  VARIOUS  CONDITIONS  OF 

INDUSTRIAL    DEVELOPMENT. 

THE  doctrine  laid  down  in  the  preceding  chapters  is  that 
the  accumulation  of  artificial  capital  always  tends  in  a 
free  condition  of  industry  to  exceed  the  necessities  of  produc- 
tion ;  that  notwithstanding  this  an  indefinite  accumulation  of 
capital  in  organic  relation  to  industry  is  impossible ;  and  that 
the  growth  of  capital,  when  it  becomes  excessive,  is  checked 
by  its  very  efforts  to  extend  production.  This  is  to  say,  that 
the  accumulation  of  capital  is  provided  for  by  a  natural  law 
analogous  to  the  law  of  population,  which  provides  against 
deficiency  by  imposing  upon  natural  instincts  a  uniform  and 
powerful  tendency  to  excess,  and  against  excess  by  subject- 
ing increase  to  natural  powers  of  destruction. 

This  doctrine  is  as  nearly  as  possible  the  reverse  of  that 
contained  in  Mill's  propositions  ;  yet  so  difficult  is  it  to  bring 
the  complicated  phenomena  of  industrial  organization  within 
the  grasp  of  an  abstract  theorem,  that  after  all  the  discussion 
they  have  received,  I  am  not  without  apprehension  that  the 
two  propositions  may  be  confounded  at  a  point  at  which  they 
are  vitally  distinguished.  The  question  that  will  be  asked 
is,  Is  not  the  stimulation  of  consumption  by  superfluous  capital 
maintained  by  me,  in  common  with  Chalmers  and  others,  the 
same  thing  with  the  indefinite  utility  of  capital  contended"  for 
by  Mill  ?  I  have  already  answered  this,  but  I  repeat  the  answer. 
First,  the  extended  capital  is  not,  as  Mr.  Mill  contends,  a  per- 
manent fund.  It  is  destroyed  in  the  process  of  stimulating 
consumption,  and  is  only  reproduced  by  the  increased  elas- 
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ticity  of  capital,  or  force  of  accumulation,  due  to  the  tempor- 
ary diminution  either  of  the  general  fund  or  of  some  particular 
part  of  it.  Secondly,  the  forced  consumption  due  to  the 
operation  of  an  extended  capital  on  an  unextended  demand  is 
an  unprofitable  consumption.  It  diminishes  the  ratio  of 
utility  of  the  entire  production,  and  the  continually  repeated 
over-accumulation  and  destructionof  capital  represents  accord- 
ingly an  unprofitable  expenditure  of  labour.  The  contrary 
theory,  that  indefinite  accumulation  is  profitable,  I  regard  as 
one  of  the  most  pernicious  errors  that  it  is  possible  to  intro- 
duce into  economy  ;  an  error  that  necessarily  sets  the  whole 
practical  teaching  of  the  science  upon  a  false  basis,  and  gives 
it  a  direction  not  only  not  beneficial,  but  positively  injurious 
to  the  interests  of  society. 

Theoretically,  as  already  shown,  Mr.  Mill's  theory  involves 
a  double  error.  It  makes  the  progress  of  industry  dependent 
on  the  general  exercise  of  spontaneous  parsimony,  at  once 
ignoring  the  existence  of  an  organic  function  of  accumulation 
inherent  in  industry  itself,  and  reversing  the  actual  tendency 
of  a  general  exercise  of  parsimony.  When  Mr.  Mill  appeals 
to  the  power  of  increased  accumulation  to  support  more 
labourers,  he  leans  upon  a  fallacy  which  he  has  himself  con- 
demned. Either  the  natural  resources  of  the  country  are 
sufficient  to  maintain  more  labourers  without  an  additional 
strain  upon  their  labour,  or  they  are  not.  If  they  are  suffi- 
cient, the  natural  motives  to  accumulation  are  also  sufficient  to 
provide  for  the  rearing  and  training  of  the  additional  labourers  ; 
if  they  are  not,  to  provide  for  increasing  the  number  of 
labourers  by  a  forced  artificial  accumulation  of  capital  is  not 
to  promote  a  beneficial  development  of  industry,  but  by  a 
deceitful  show  of  temporary  prosperity,  to  entail  a  permanent 
burden  on  tlie  whole  labouring  population.  Of  this  danger 
Mr.  Mill  himself,  when  he  was  not  pleading  a  special  cause,  was 
well  aware ;  but  he  failed  to  see  that  the  danger  in  regard  to  the 
accumulation  of  capital  is  not  in  the  contrary  direction  to  that  in 
regard  to  the  growth  of  population,  but  in  the  same  direction. 
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These  errors  are  due  mainly,  as  already  pointed  out,  to 
the  method  of  economists  in  endeavouring  by  a  wholesale 
process  of  elimination  to  force  the  whole  data  of  a 
practical  science  into  a  few  abstract  propositions.  This 
logical  method,  the  method  especially  of  Ricardo,  does 
inevitable  injustice  to  the  practical  relations  of  the  science, 
even  if  its  risks  of  theoretical  error  were  less.  It  is  the 
lesser,  and  not  the  greater  generalizations,  which  are  of 
immediate  application  in  a  practical  science ;  and  that 
which  distinguishes  an  economist  from  a  mere  theoretical 
speculator  on  economy,  is  the  power  of  differentiation,  or  of 
distinguishing,  by  the  detailed  study  of  facts,  the  extent  to 
which  particular  generalizations  are  applicable  in  particular 
cases.*  The  principles  of  a  practical  science  are  innumer- 
able. The  general  principles  of  economy  are  established 
on  a  small  observation  of  widely  prevalent  facts.  But 
every  new  series  of  facts  modifies  the  principles  estab- 
lished independently  of  them,  and  involves  the  need  of 
corresponding  minor  propositions  to  direct  the  application 
of  the  greater.  Elimination,  when  it  is  carried  beyond 
the  establishment  of  first  principles,  and  into  the  minor 
generalizations  and  applications  of  the  science,  is  not  only 
a  fruitful  source  of  practical  error,  but  rapidly  reacts  on 
theory,  as  has  already  been  pointed  out  in  the  case  both 
of  Adam  Smith  and  his  followers. 

In  the  last  chapter,  we  have  examined  the  conditions 
of  accumulation  in  respect  to  capital  in  organic  relation 
to  industry,  and  have  seen  that,  by  the  natural  operation 
of  the  industrial  organization  itself,  any  excess  of  capital 
of  any  particular  kind  is  subjected  to  a  process  of  de- 
capitalization,  which  continues  to  act  until  it  is  either 
consumed,  eliminated,  or  depreciated.  A  similar  process, 
though  of  a  less  active  and  certain  kind,  may  be  observed 

*  Economy,  as  commonly  studied  in  Universities,  is,  I  fear,  a  sorry  science. 
It  has  no  true  practical  bearing  on  anything  that  happens  in  this  world  ;  and  it 
affords  but  a  poor  and  arid  exercise  to  intellectual  ingenuity.  It  is  the  last  degree 
of  merited  satire  to  propose  to  treat  it  algebraically. 
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to  take  place  in  the  case  of  all  accumulations  whatso- 
ever. All  extremes  naturally  tend  to  produce  reaction ; 
and  just  as  the  sight  of  thoughtless  profusion  makes 
some  men  abhorrent  even  of  necessary  expenditure,  so 
the  irrational  penuriousness  of  some  excites  in  others  an 
instinctive  aversion  to  the  most  common  dictates  of 
prudence.  As  the  extreme  of  penuriousness,  moreover,  is 
less  natural,  and  involves  an  excess  of  self-negation  instead 
of  self-indulgence,  so  the  reaction  /rom  it  is  more  certain 
and  complete.  Thus  the  spendthrift  is  heir  to  the  miser, 
and  the  laborious  compilations  of  an  age  of  privation  are 
dissipated  in  a  few  weeks  or  months  of  reckless  dissipa- 
tion. It  is  thus  an  error  in  economy  to  look  merely  to 
material  facts  and  disregard  motives.  A  certain  addition 
to  capital  may  seem  to  be  the  same  thing  from  whatso- 
ever source  it  comes.  But  it  is  not  so.  A  mere  moral 
motive  will  adhere  to  a  particular  accumulation  to  the 
end,  and  determine  its  final  destination. 

There  is,  however,  a  distinction  in  the  destination  of 
capital  which  does  not  depend  on  the  will  •  of  individuals  ; 
and  in  order  more  fully  to  trace  the  effects  of  general  or 
unmotived  accumulation  upon  the  growth  of  capital,  we 
must  now  attend  to  this  distinction. 

The  natural  disposition  of  the  penurious  is  to  hoard,  and 
as  long  as  this  disposition  is  allowed  to  develop  itself  with- 
out interference,  an  indefinite  accumulation  of  capital  is 
possible.  The  natural  reaction  against  indiscriminate  parsi- 
mony may  be  overcome  by  education,  and  a  community 
may  become  penurious,  and  hoarding  a  national  habit. 

But  what  are  the  conditions  under  which  hoarding  may  be 
developed  thus  unrestrictedly  ?  There  are,  first,  certain  condi- 
tions affecting  the  things  which  are  the  subject  of  hoarding. 
These  commodities  must  not  be  perishable,  or  they  would  be 
unsuitable  for  indefinite  hoarding.  They  must  not  be  very 
bulky,  or  they  would  hardly  repay  the  care  of  keeping  and 
watching.    They  must  possess  the  quality  of  permanent  and 
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universal  exchangeability,  or  the  object  of  hoarding  them 
would  be  defeated.  There  are  not  many  commodities  which 
possess  these  requisite  qualities,  so  that  indefinite  hoarding, 
as  distinguished  from  keeping  stocks  for  definite  uses,  is 
mostly  confined  to  the  media  of  current  exchange,  the 
precious  metals. 

It  is  quite  true  that  indefinite  hoarding  of  this  kind  is  not  a 
very  rational  proceeding.  If  a  man  has  already  more  than 
he  ever  intends  to  spend  ;  if  he  abhors  the  idea  of  his  family 
becoming  spendthrifts,  and  trains  them  likewise  in  habits 
of  industry  and  thrift,  it  seems  a  matter  of  indifference 
whether  what  he  accumulates  is  exchangeable  or  not.  Yet 
no  one  is  more  concerned  about  the  value  of  his  gold 
than  the  miser.  No  one  is  more  likely  to  take  advantage 
by  extortion  even  of  the  man  who  is  struggling  with 
want,  or  barely  able  by  his  whole  exertions  to  maintain 
his  family. 

If  this  hoarding,  moreover,  is  the  result  of  an  organized 
system  of  industry ;  if  every  man  is  not  himself  to  dig  the 
gold  he  hoards,  it  is  obvious  that  it  can"  only  be  an  excep- 
tional and  not  a  general  habit.  If  all  are  disposed  to  earn 
more  gold  than  they  spend,  there  will  be  none  to  purchase  or 
consume  the  commodities  produced  by  their  superfluous 
industry;  so  that,  if  hoarding  becomes  a  habit  with  a 
community,  that  community  must  be  an  exceptional  one, 
and  it  must  depend  on  its  commerce  to  get  rid  of  the  pro- 
duce of  its  surplus  industry.  A  disposition  to  hoard  may 
characterize  a  community  to  an  exceptional  degree,  without 
going  to  this  extent,  and  may  be  spoken  of  as  a  national 
habit ;  but  in  that  case  the  hoarding  will  be  that  of  a  class 
only,  and  will  be  conditioned  by  the  consuming  power  of 
the  other  classes  by  whom  the  fruits  of  the  industry  of  the 
hoarding  classes  is  purchased. 

But  that  even  a  particular  class  in  a  community  should 
go  on  accumulating  thus  indefinitely,  it  is  indispensable  that 
the  wealth  so  accumulated  should  be  hoarded  ;  that  is,  that 
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it  should  not  be  used  in  any  way.  If  it  is  turned  to  account 
either  as  an  instrument  of  production  or  as  a  medium  of 
exchange,  the  amount  of  the  accumulated  wealth  of  the  class 
or  community  will  cease  to  depend  only  on  the  industry  by 
which  it  has  been  earned.  It  will  come  into  organic  relation 
to  the  industry  it  seeks  to  support,  and  its  growth  will  be 
conditioned  by  that  industry,  as  shown  in  the  preceding 
chapter.  According  to  Mr.  Mill's  definition,  wealth  thus 
hoarded  is  not  capital  at  all.  It  is  only  a  power  of  becoming 
capital.  It  is  true  the  hoarded  mass  has  ceased  actively  to 
exercise  the  functions  of  capital,  or  indeed  any  other  func- 
tions. It  is  for  the  time  virtually  lost  And  in  this  state 
alone  will  the  amount  of  accumulation  cease  to  affect  the 
value  of  the  commodity  accumulated.  If  half  the  gold  pro- 
duced were  constantly  withdrawn  from  circulation  to  be 
hoarded,  the  value  of  gold  would  be  as  high  as  if  only 
the  active  half  were  in  existence  ;  and  if  a  stray  guinea  from 
the  hoard  chanced  to  come  into  circulation,  it  would  possess 
the  full  purchasing  power  resulting  from  the  contracted  cir- 
culation ;  but  if  the  whole  mass  were  suddenly  poured  into 
the  public  chann^s,  the  total  value  of  the  circulating  medium 
would  receive  no  addition,  and  there  would  be  no  increase  of 
accumulation  measured  by  value  at  all.  It  is  this  contingency 
that  makes  even  hoarded  wealth  continue  to  exercise  a 
function  of  capital.  Long  before  it  comes  again  into  circula- 
tion, it  will  be  felt  as  a  disturbing  element  in  the  calculations 
of  practical  accumulators. 

The  condition  of  indefinite  accumulation,  that  the  wealth 
accumulated  must  be  hoarded,  or  kept  out  of  use,  has  a 
consequence  of  much  greater  importance  than  the  fanciful 
exclusion  of  such  accumulations  from  an  artificial  defini- 
tion of  capital.  It  marks  the  limit  of  individual  influence, 
or  of  the  power  of  private  interest,  even  when  affecting 
the  conduct  of  an  entire  class,  upon  the  accumulation  of 
capital. 

It  may  be  supposed  that  a  certain  proportion  of  men  are 
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by  nature  more  disposed  to  be  parsimonious  than  others. 
Or  it  may  be  that  the  various  training  men  receive  in  the 
friction  of  social  life  develops  more  of  this  disposition  in 
some,  and  more  of  the  opposite  disposition  in  the  others. 
We  may,  however,  assume  the  existence  in  any  community 
of  a  class,  more  or  less  numerous,  given  to  parsimony ;  and 
the  question  is,  how  does  the  existence  of  this  class  affect  the 
accumulation  of  capital  ?  The  answer  to  this  question  is, 
that  the  effect  of  the  habits  of  a  parsimonious  class  upon 
accumulation  does  not  depend  upon  the  number  or  habits 
of  that  class,  but  upon  the  general  industrial  condition  of 
the  community. 

In  a  community  in  which  the  mercantile  spirit  is  not  fully 
developed,  that  is,  in  which  the  disposition  which  all  men 
dependent  on  industry  and  alive  to  the  advantages  of  wealth 
possess,  to  trade  and  barter  for  gain,  is  either  imperfectly 
developed  from  defective  training,  or  is  restrained  by  repres- 
sive laws,  insecurity  of  property,  or  other  artificial  causes ; 
in  short,  in  a  country  in  which  the  natural  laws  of  in- 
dustrial economy  have  not  free  course,  the  natural  disposi- 
tion of  the  parsimonious  to  hoard  is  allowed  to  operate 
without  effective  interruption  from  the  industrial  habits  of 
the  community. 

In  such  a  country,  accordingly,  if  there  is  sufficient  industry 
and  appreciation  of  wealth,  private  hoards  may  go  on  increas- 
ing to  an  indefinite  extent,  and  for  an  indefinite  period.  As 
the  number  of  the  industrial  class  whose  disposition  is  more 
or  less  parsimonious  is  likely  to  be  greatest  where  consump- 
tion is  least  exposed  to  the  stimulus  of  competition,  the 
probability  is  that  in  a  community  possessing  a  considerable 
measure  of  industry,  but  in  which  the  mercantile  spirit  is 
either  imperfectly  developed  or  artificially  restrained,  accumu- 
lation of  capital  in  the  form  of  hoarding  will  become  so 
general  as  to  constitute  a  special  economical  law  affecting 
the  development  of  wealth  in  that  community.  In  such  a 
case  a  real  accumulation  of  capital,  out  of  all  proportion  to 
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existing  industry,  maybe  formed,  and  though  strictly  inactive, 
in  the  form  most  ready  to  act  upon  industry. 

In  a  community  in  which  the  mercantile  spirit  is  in  full 
and  unrestrained  activity,  no  such  possibility  of  indefinite 
accumulation  exists.  No  amount  of  individual  parsimony 
can  render  it  possible.  In  such  a  community,  from  the  con- 
tinual action  of  competition  upon  consumption,  unmotived 
parsimony  is  naturally  at  its  lowest  point ;  yet  if  there  were 
no  other  reason  for  its  existence,  it  would  be  created  by 
reaction  from  the  lavish  expenditure  of  the  wealthier  classes 
in  a  prosperous  industrial  community.  But  in  such  a  com- 
munity the  destination  of  the  savings,  even  of  the  parsimoni- 
ous, is  different  from  what  it  is  in  a  community  in  which  the 
mercantile  spirit  is  not  developed.  There  is  no  man  wholly 
uninfluenced  by  the  spirit  of  the  community  in  which  he 
lives.  Few  have  strength  of  mind  persistently  to  struggle 
with  the  influences  to  which  it  subjects  them,  and  still  fewer 
will  do  so  without  some  strong  motive  of  self-interest  or 
moral  obligation.  Hoarding  is  contrary  to  the  spirit  of  a 
mercantile  community.  The  temptations  to  hoard  in  such 
a  community  are  small,  and  the  attractions  of  the  contrary 
course  are  strong.  One  of  the  strongest  motives  for  hoarding, 
in  a  community  which  has  no  adequate  mercantile  organiza- 
tion, is  the  insecurity  of  property  entrusted  to  others.  In  a 
mercantile  community  the  risk  of  private  hoarding  is  always 
greater  than  that  of  the  best  public  security ;  and  the  desire 
of  security,  which  is  the  strongest  motive  with  the  penurious, 
tells  against  hoarding.  But  when  safety  is  provided  for,  the 
parsimonious  are  not  indifferent  to  profit ;  and  the  allurement 
of  profit  is  always  held  out  as  an  inducement  to  deposit 
savings  in  one  or  other  of  the  channels  which  supply  the  com- 
mon reservoirs  of  capital  in  the  community.  Thus  it  happens 
that,  with  the  exception  of  a  few  miserable  individuals,  smitten 
with  a  monomania  for  seeing  their  gains,  and  who  will  not  be 
solaced  with  the  sight  of  a  banker's  receipt,  there  is  no  class 
in  a  mercantile  community  that   systematically  accumulates 
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capital  out  of  relation  to  the  active  processes  of  consumption 
and  Reproduction.  In  such  a  community  investment  takes 
the  place  of  hoarding,  and  the  savings  of  the  parsimonious 
of  every  class  flow  back  into  the  channels  of  reproduction. 
A  surplus  capital  is  thus  provided  by  unmotived  parsimony, 
over  and  above  that  provided  by  the  self-sustaining  processes 
of  accumulation  naturally  inherent  in  the  organization  of 
industry.  The  natural  tendency  of  this  capital,  accordingly, 
as  soon  as  it  reaches  the  reservoirs  of  industry,  is  the  same 
as  that  provided  by  the  accumulation  specifically  motived  by 
industrial  objects,  and  with  which  it  enters  directly  into 
competition,  to  force  production  and  stimulate  consumption  ; 
and  when  it  fails  in  the  effort  to  do  so  remuneratively,  it 
perishes  in  the  attempt. 

A  single  fact  may  suffice  to  illustrate  the  universality  of 
the  law,  which,  in  a  mercantile  community,  makes  the 
accumulation  of  capital  dependent  on  the  development  of  in- 
dustry. The  commodity  which  of  all  others  is  the  best 
adapted  to  accomplish  the  object  of  the  penurious  in  the 
accumulation  of  wealth,  is  gold.  It  is  gold,  not  in  the  form 
of  works  of  art  or  articles  of  luxury,  but  of  coin  and  bullion. 
The  purchasing  power  of  gold  is  in  this  form  at  its  highest 
point ;  and  it  is  likewise  the  most  portable  form  and  the 
best  adapted  for  preservation.  It  is,  therefore,  the  most 
efficient  representative  of  the  purchasing  power  on  which 
the  general  value  of  capital  depends ;  and  it  is  gold  in  this 
form  which  is  most  frequently  hoarded,  and  in  which  the 
accumulations  are  made  which  forms  the  chief  reserve  of 
wealth  in  a  community  in  which  the  mercantile  spirit  is 
imperfectly  developed.  But  in  a  community  in  which  the 
mercantile  spirit  is  developed,  there  is,  as  already  noticed, 
no  tendency  to  hoard  gold  in  its  mercantile  forms.  It  is 
extremely  transferable  ;  the  risk  of  keeping  it  is  great ;  and 
the  profit  of  investing  it  is  considerable.  Hence,  all  the 
gold  in  such  a  country  will  find  its  way  into  the  channels 
of  trade.    Nor  will  it  remain  there  in  superfluous  quantity. 
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If  the   supply  of  gold  in  deposit  or  circulation  in  such   a 
country  is  more  abundant  than  in  other  mercantile  countries, 
it  will,  in  the  natural  course  of  exchange,  be  sent  abroad 
to  purchase  commodities  which  will  tend  to  stimulate  home 
consumption.    Thus,  in  such  a  community,  gold,  in  these 
forms,  cannot  accumulate  beyond  the  demands  of  mercantile 
circulation,  and  of  the  reserves  which  are  rendered  necessary 
by    these    demands.     These   limits   will   be   determined   by 
the  condition  of  other  countries   where  gold  circulates.     If 
they  are  equally  free,  and  equally  inspired  with  the  trading 
spirit,  there  will  be  a  general  equilibrium  in  the  circulation. 
If  some  have  carried  the  development  of  industrial  habits 
farther   than   the   acquisition   of  a  mercantile  and    trading 
spirit,  gold  will  gradually  leave  the  mercantile  communities 
and  accumulate,  in  proportion  to  their  hoarding   capacities, 
with   them.     Thus   there   is   a   possibility   of  the  supply  of 
gold   in   a  mercantile  form  being   below  the   average   in   a 
mercantile  community,  but  no  possibility  of  its  continuing 
permanently    above    it       In    this     country,     for    example, 
so   complete   is  the   organization   for    the   transference   and 
exchange    of  capital   in   this   form,   and   so   delicate   in   its 
ramifications,  that  the  smallest  savings  reach   the   common 
stock,   and   none   but   the   most   eccentric    individuals    ever 
dream   of  hoarding.     If,   then,  any  combination  of  circum- 
stances would  be  calculated  to  increase  the  accumulation  of 
gold  in  the  common  stock  in  this  country,  such  a  combin- 
ation as  a  simultaneous  expansion  bf  the  trade  and  industry 
of  the  country,   of  the   amount  of  its   earnings    generally, 
and   especially  of  its  direct   earnings   in  gold,  and  a  con- 
siderable increase  of  the  entire  stock  of  gold  in  the  world, 
ought  to  do  so.     All  these  circumstances  occurred  in  com- 
bination.    Shortly  after  our  adoption  of  a  Free  Trade  policy, 
a  great   increase  took  place  in  the  influx  of  gold  into  this 
country,  under  circumstances  which  rendered  it  certain  that 
this  influx   was   itself  to  a  great  extent  the  result  of  an 
increase  of  the  aggregate  earnings  of  the  country.     On  the 
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discovery    of   new  gold-fields   in    America    and    Australia,  , 
numerous   individuals   left    this   country   to   prosecute   their 
fortunes   at  the  diggings,  and  returned  with  or  sent   home 
their  earnings  in  gold.     Still  larger  supplies  were  received 
by  our  merchants  in  exchange  for  goods,  and  as  this  was 
a  new  and  unusually  productive  source  of  profit,  their  earn- 
ings for  a  time  were  unusually   large.     The   production  of 
gold  throughout  the  world  at  this  time  increased  four-fold, 
and  continued  for  a  series  of  years  at  the  same  high  rate, 
while    a  large   proportion   of    the   increase   found    its   way, 
through   the  channels    already    indicated,    to   this    country. 
Apart  from  the  fact  that  a  considerable  proportion  of  this 
importation  must   have  consisted  in  the  actual  earnings  or 
savings   of   individuals,    the    abundant    supply    must    have 
greatly  facilitated  the  accumulation  of  capital  in  the   form 
of  gold  ;  but  instead  of  its  being  followed  by  a  corresponding 
addition  to  our  stock  of  gold,  the  ratio  of  the  stock  to  the 
extent  of  our  trade  during  this  period  actually  diminished. 
Our  Free  Trade  policy  led  to  a  great  expansion  of  our  trade 
in  the  only  direction  in  which  it  was  calculated,  in  the  first 
instance,  to  cause  its  expansion,  in  the  direction  of  foreign 
trade.     It  might  have  been  expected,  in  any  circumstances, 
perhaps,  that  this  expansion  of  our  trade  would  have  de- 
manded  and  occasioned   the   retention   of  a   larger   reserve 
of  gold  to  meet  emergencies ;  and  had  the  necessity  existed, 
the  influx  of  gold  from  Australia  and  America  came  most 
opportunely  to   provide   the  supply.     From   the    nature   of 
our  currency  laws,  our  chief  banking  establishment  affords 
an  accurate   index   of  the   extent  of  our  reserve.     Neither 
the  gold  discoveries  nor  the  expansion   of  trade,   however, 
at  all  increased  the  reserve  in  the  Bank  of  England.     Nor 
is  this   result  in  the  least  surprising.     An   increased   trade, 
indeed,  naturally  demands  an  increased  circulation  of  cur- 
rency,  and  an    increased  circulation  an  increased    reserve  ; 
and    it   is    a  matter   if  indifference   in   what  direction   the 
increase  of  trade  takes  place,  for  gold  is  equally  the  currency 
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of  home  and  foreign  trade.  But  neither  the  supply  of 
currency  in  circulation,  nor  in  reserve,  need  increase  in  any- 
thing like  the  ratio  of  the  increase  of  trade.  Larger  and 
more  numerous  transactions  may  be  carried  on  by  a  more 
rapid  circulation  of  the  same  currency,  and  by  a  more  fre- 
quent substitution  of  paper  or  promises  for  an  actual 
transference  of  gold.  The  ratio  of  a  metallic  currency  to 
mercantile  transactions  is  always  uncertain,  and  may  be 
carried  to  extreme  tenuity.  A  rapid  increase  of  trade, 
moreover,  is  always  attended  by  an  increase  of  the  spirit  of 
speculation ;  and  the  more  speculatively  trade  is  carried  on, 
the  slenderer  will  be  the  reserve  on  which  it  will  be  con- 
ducted. A  great  increase  of  trade  may  be  consistent  with 
a  diminution  of  the  amount  of  circulating  media,  possessing 
intrinsic  value,  and  especially  with  a  diminution  of  the 
reserve  held  of  them.  The  history  of  the  disappearance 
of  our  surplus  stock  of  gold  is  simply  that,  being  our  most 
exchangeable  commodity,  it  went  first,  in  the  expansion 
of  our  trade,  to  purchase  foreign  commodities ;  our  credit 
and  less  exchangeable  commodities  followed  ;  and  as  our 
expanding  trade  extended  our  obligations,  the  gold  did  not 
return ;  or,  if  it  did,  was  as  rapidly  disposed  of  in  a  similar 
way.  Had  the  surplus  supply  of  gold  not  existed,  we 
should,  in  the  first  instance,  have  had  to  draw  more  largely 
on  our  credit  for  the  purchase  of  consumable  commodities 
from  abroad,  and  should  afterwards  have  had  to  pay  for 
them  more  largely  with  our  labour.  While  the  surplus 
lasted,  it  was  inevitable  that  it  should  have  been  employed 
in  the  manner  indicated.  Otherwise  it  would  have  remained 
idle,  entailing  a  charge  on  its  custodiers,  who  were  bound, 
on  the  contrary,  to  find  employment  for  it,  and  to  realize 
a  profit  on  its  use. 

Let  us  now  take  the  case  of  a  community  in  which  the 
mercantile  spirit  has  been  restrained  by  insecurity  of  property 
or  restrictive  laws,  and  in  which,  in  consequence,  hoarding 
has  become  habitual,  and  let  us  suppose  the  restrictions  on 
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industry  removed  or  relaxed,  what  will  happen  ?  A  rapid 
development  of  industry  will  take  place,  and  will  be  pro- 
moted by  the  hoarded  capital :  but  on  what  condition  }  That 
the  habit  of  hoarding  should  come  to  an  end,  and  the  accumu- 
lated capital  should  flow  into  the  industrial  exchequer,  subject 
to  the  laws  of  active  capital  already  demonstrated.  According 
to  the  prevailing  theories  of  economy,  the  cause  to  which 
the  increased  industry  is  to  be  attributed  is  the  increase 
of  capital.  If  the  liberation  of  industry  from  its  trammels 
is  credited  with  anything,  it  is  merely  with  the  liberation, 
or  the  attraction  of  capital.  This  explanation  is  purely 
artificial.  All  that  the  hoarded  capital,  or  the  foreign 
capital  that  may  be  borrowed  in  default  of  it,  does,  is  to 
facilitate  the  transition  from  one  industrial  condition  to 
another.  Suppose  there  had  been  no  hoarded  wealth, 
and  that  no  external  capital  were  induced  to  enter  the 
field,  the  expansion  of  industry  would  still  take  place. 
The  liberated  industry  would  create  its  own  capital,  only 
the  process  would  be  somewhat  slower.  Hoarding  is  thus, 
in  contradistinction  to  the  reservation  of  the  capital  of 
reproduction,  a  direct  provision  for  future  wants.  When 
these  wants  are  in  the  immediate  future,  the  hoarding  may 
be  guided  by  a  competent  and  accurate  knowledge  of 
probable  contingencies,  and  the  labour  expended  upon  it 
may  be  profitable  and  well-directed.  In  proportion  as  the 
anticipated  wants  recede  into  the  remote  future,  the  hoarding 
which  is  designed  to  provide  for  them  becomes  blind  and 
aimless.  The  labour  expended  on  it  is  a  mere  groping  after 
results  which  are  unknown,  and  beyond  the  range  of  reasonable 
calculation.  Hence  a  large  proportion  of  it  is  necessarily  wasted. 
There  are  always  two  ways  of  making  provision  for  future  wants, 
whatever  the  wants  may  be :  by  anticipative  labour  without  de- 
finite object,  and  by  definitely  anticipative  labour  when  the 
wants  are  realized.  Within  certain  limits,  the  former  may  be 
desirable,  that  society  may  not  be  unprovided  for  contingen- 
cies ;  the  latter  is  always  more  exact  and  economical. 

O 
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In  a  community  in  which  the  mercantile  spirit  is  developed, 
the  same  purpose,  that  of  providing  a  reserve  of  general 
capital,  that  is  effected  by  the  parsimony  of  an  unmercantile 
community,  is  served  by  the  luxurious  expenditure  of  a 
mercantile  one.  It  is  in  articles  of  luxury  that  gold  and 
other  commodities  of  high  exchange  value  are  kept,  in  such 
a  community,  out  of  the  vortex  of  active  capital  by  which  any 
excess  in  their  amount  over  the  current  wants  of  industry 
would  otherwise  be  dissipated,  and  this  reserve  is  held  on 
terms  similar  to  those  of  the  reserve  we  have  just  been  con- 
sidering. It  must  continue  inactive,  and  without  effect  upon 
the  progress  of  industry.  In  the  sense  of  those  who  contend 
for  the  indefinite  utility  of  capital,  it  must  not  be  capital  at  all.  ' 
This  is  the  only  way  in  which  capital  can  be  indefinitely 
accumulated,  that  is  to  say,  in  which  its  amount  may  be 
made  to  bear  a  relation  only  to  past  and  not  to  present 
industry.  The  indefinite  utility  of  its  accumulation  in  this 
way  will  hardly  be  contended  for,  especially  by  those  whose 
views  I  controvert 

The  natural  tendency  of  all  capital  is  to  seek  first  the 
worn  channels  of  production.  When  these  are  overflowed, 
it  turns,  or  is  diverted,  into  new  channels;  and  herein 
consists  the  triumph  of  economists  in  this  blind  and 
indefinite  accumulatioa  By  means  of  this  stimulus  to 
the  energy  of  production,  new  wants  are  created  and 
supplied. 

The  turning  back  into  the  channels  of  production,  from 
the  fund  naturally  destined  to  consumption,  of  the  savings 
of  parsimony,  might  be  regarded  as  a  charge  of  error 
against  the  purveyors  of  society.  It  would  seem  to  say 
*you  have  provided  too  much,  or  you  have  reserved  too 
little.*  But  the  special  weakness  of  this  mode  of  checking 
the  piovision  of  industry  for  the  material  wants  of  society, 
is,  that  while  there  is  the  possibility  that  the  error  may 
be  on  either  side  of  the  alternative,  the  mode  of  the 
remoL'strance  always  dictates  that  the  correction  shall  be 
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made  uniformly  in  the  one  direction,  and  that  the  direction 
in  which  the  error  does  not  normally  lie. 

There  are  two  errors  in  the  common  view  of  the  utility 
of  indefinite  accumulation  as  a  provision  for  fresh  enter- 
prise. There  is  a  mistake  as  to  the  conditions  essential 
to  the  undertaking  of  new  enterprises,  and  there  is.  a 
mistake  as  to  the  particular  efficacy  of  capital  in  pro- 
moting enterprises  that  are  really  beneficial.  The  pressure 
of  an  accumulation  of  surplus  capital  is  certainly  an  in- 
falible  means  of  promoting  enterprise ;  but  this  does  not 
imply  either  of  two  things :  that  this  is  an  indispensable 
condition  of  the  promotion  of  needful  enterprises ;  or  that 
the  enterprises  promoted  by  this  pressure  are  the  most 
needful  or  beneficial  to  society. 

That  which  is  essential  to  the  promotion  of  any  enter- 
prise beneficial  to  society  is  not  there  should  be  a  store 
of  ready-made  capital  waiting  to  be  applied  to  it.  What 
is  needful  is  that  there  should  be  an  adequate  sense  of 
the  want  to  be  supplied,  labour  capable  of  being  disen- 
gaged for  the  purpose  of  supplying  it,  and  a  power  of 
organization  capable  of  directing  it  into  the  proper  channel. 
There  is  never  any  lack  among  the  enterprises  of  an 
industrial  community  of  some  that  might  readily  give  way 
to  enterprises  of  more  importance. 

On  the  other  hand,  the  enterprises  that  spring  from  the 
pressure  of  redundant  capital  are  by  no  means  necessarily, 
or  uniformly,  beneficial  to  society  at  all ;  they  are  seldom 
inspired  by  the  most  enlightened  views  of  the  real  wants 
of  society,  and  they  always  omit  some  of  the  enterprises 
most  essential  to  its  welfare. 

The  enterprises  originated  by  the  stimulus  of  capital  are 
all  dictated  by  the  motive  in  which  capital  itself  originates, 
private  interest ;  that  is  to  say,  they  are  all  essentially  indus- 
trial, or  are,  at  all  events,  determined  by  the  desire  of  private 
gain.  It  would  be  unreasonable  to  demand  of  an  industry, 
or^nized  on  the  basis  of  private  interests,  that  it  should 
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meet  all  the  wants  of  society ;  but  it  is  not  out  of  place  to  insist 
on  its  incapacity  to  do  so,  when  we  are  considering  arguments 
in  favour  of  its  right  to  encroach  indefinitely  on  the  time 
and  strength  of  society. 

But  the  enterprises  originating  in  the  over-accumulation  of 
capital  are  not  merely  industrial,  they  belong  to  that  worst 
form  of  industrial  enterprise,  speculation.  It  has  already  been 
shown  that  when  there  is  any  real  progress  to  be  made  in 
industry,  the  capital  necessary  to  promote  it  is  never  wanting, 
but  is  freely  supplied  by  the  ordinary  motives  to  accumulation. 
When  these  motives  are  over-acted  upon  there  is,  accordingly, 
nothing  for  the  surplus  accumulation  legitimately  to  do ;  and 
the  enterprises  on  which  it  expends  itself  are  seldom  wise, 
timely,  or  advantageous. 

In  spite  of  the  cynical  maxims  of  the  out-and-out  believers 
in  competition,  the  unrestrained  pursuit  of  private  and  selfish 
aims  does  not  work  out  the  common  good.  Private  and  public 
advantage  are  not  wholly  opposed,  but  neither  are  they  com- 
pletely at  harmony.  The  harmonizing  of  them,  if  it  is  not 
the  problem  of  economy,  is  at  least  one  of  the  most  important, 
as  it  is  one  of  the  most  difficult,  problems  of  economy ;  and 
this  problem  is  ignored,  if  it  is  not  explicitly  denied,  by  the 
dogmatism  of  the  economists  who  insist  on  the  indefinite 
benefits  of  capital  and  on  the  unrestricted  sway  of  competition. 

For  the  supply  of  the  pressing  material  wants  of  those,  at 
all  events,  who  are  able  by  their  industry  to  compensate  their 
purveyors  for  the  provision  made  for  them,  private  enterprise 
may  be  fully  trusted^,  but  when  the  real  and  pressing  wants 
of  society  are  supplied,  the  wisdom  of  private  enterprise 
begins  to  fail.  It  can  only  think  of  exciting  new  material 
wants,  and  seeking  new  fields  of  production,  or  new  channels 
of  commerce  to  supply  them.  Its  success,  whether  it  adds 
anything  to  the  enjoyment  of  life  or  not,  inevitably  adds  to 
the  burden  of  industrial  labour.  And  there  is  never  any 
danger  in  an  active  industrial  community,  in  which  the  desire 
of  gain  predominates  over  almost  every  other  passion,  that 
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there  will  be  any  slackness  of  zeal  to  invent  or  discover  any 
attainable  means  of  material  enjoyment  Accordingly,  where 
there  is  a  superfluity  of  means,  there  is  commonly  a  dearth  of 
enterprises  adapted  to  the  spirit  of  private  adventure.  The 
complaint  is  frequently  heard  that  every  trade  is  over-done  ; 
and  experience  has  abundantly  testified  to  the  frequent  wild- 
ness  or  weakness  of  the  schemes  invented  under  the  pressure 
of  redundant  capital. 

On  the  other  hand,  it  is  a  serious  mistake  to  imagine  that 
an  overflow  of  private  capital  contributes  to  the  furtherance 
of  schemes  of  public  advantage,  not  essentially  industrial. 
The  very  existence  of  an  over-supply  of  capital  implies  an 
over-absorption  of  labour  in  industrial  enterprises,  and  this 
over-absorption  of  labour  is  the  condition  the  most  antagon- 
istic which  any  non-industrial  enterprise  can  encounter. 

It  would  be  unjust  not  to  acknowledge  that  some  en- 
terprises promoted  by  private  enterprise,  have  in  them 
an  element  of  public  advantage,  over  and  above  the  mere 
equivalent  of  good  to  others  rendered  as  a  strict  equivalent 
of  the  reward  earned  or  expected  by  the  promoters.  En- 
terprises of  a  mixed  nature,  in  which  something  is  proposed 
to  be  done  for  public  good  and  something  for  private 
advantage,  are  not  uncommon.  But  public  spirit  is  not 
the  normal  characteristic  of  private  enterprise.  The  attempts 
to  combine  the  two  objects  are  commonly  conceived  in  the 
over-sanguine  spirit  of  speculation,  and  when  obstacles  super- 
vene to  the  realization  of  the  too  highly  pitched  expectations, 
and  difliculties  arise  in  reconciling  the  distinct  objects  of 
the  two-aimed  enterprise,  the  real  object  of  the  promoters 
soon  becomes  evident,  and  the  interest  of  the  public  suc- 
cumbs to  that  of  the  company.  In  such  cases,  accordingly, 
public  spirit  commonly  appears  most  conspicuous  in  the 
programme,  and  private  advantage  at  the  directors'  board. 

That  which  is  wanted  to  induce  common  enterprise  to 
take  up  schemes  which  are  for  the  common  good,  is  not, 
as  has  been  said,  accumulated  capital,  but  common  under- 
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Standing  and  mutual  confidence*  Let  these  be  secured, 
and  less  important  schemes  of  private  advantage  will  give 
way  to  more  important  schemes  of  common  good.  Failing 
this,  the  whole  energy  and  industry  of  the  community  will 
be  turned  into  the  channels  of  enterprise  provided  by  pri- 
vate enterprise,  and  this  absorption  of  the  strength  of  the 
community  in  the  pursuit  of  private  advantage,  will  itself 
be  the  main  obstacle  to  the  attainment  of  any  object  bearing 
on  a  higher  end. 

As  the  capital  required  by  private  adventure  is  supplied 
by  private  enterprise,  so  and  with  like  freedom  will  the 
capital  required  for  common  pursuits  be  provided  by  com- 
mon industry,  or  by  common  abstinence.  It  is  thus  that 
a  free  country  taxes  itself  for  the  advantages  of  government. 
The  taxes  required  from  year  to  year  by  government  may 
fluctuate  according  to  the  exigencies  of  the  public  service, 
A  war,  a  famine,  or  some  great  national  calamity,  may  call 
for  an  additional  revenue.  It  is  provided  simply  by  an 
exertion  of  additional  labour ;  and  it  never  occurs  to  any 
one  to  stand  up  and  say,  *  No  more  revenue  can  come  to 
the  government  without  an  additional  exertion  of  industry 
by  the  community,  and  it  is  impossible  to  employ  more 
labour  without  more  capital ;  therefore  it  is  evident  that 
till  by  increased  parsimony,  or  some  other  means,  more 
capital  is  provided,  the  demands  of  the  minister  cannot 
be  met'  This  would  be  the  language  of  orthodox  economy, 
but  it  would  not  be  the  language  of  reason  or  common 
sense  ;  and  where  practical  reason  is  appealed  to,  the  natural 
instincts  of  orthodox  economy  prompt  it  to  go  and  hide 
itself. 

As  it  is  with  the  ordinary  functions  of  government,  so 
it  is  with  every  enterprise  in  which  the  common  good  pre- 
dominates over  the  immediate  interest  of  the  individual. 
When  such  enterprises  are  neglected,  it  is  solely  from  the 
want  of  public,  and  the  predominance  of  private  spirit,  or 
it   may  be   from   the  indolence   which  is  deficient  in  both. 
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In  order  to  promote  all  beneficial  common  enterprises,  it  is 
needful  only  that  the  governing  majority  of  those  who 
are  interested  in  them  should  be  educated  up  to  the  point 
of  realizing  their  interest 

There  are  many  projects  useful  to  a  community  be- 
yond the  bare  functions  of  protection  to  life  and  property. 
There  is,  on  the  other  hand,  much  difference  of  opinion 
as  to  to  what  are  the  proper  functions  of  a  government. 
The  real  function^  of  government  in  every  community  are, 
accordingly,  whatever  the  governing  class  believe  to  be 
the  functions  of  government.  It  depends  on  the  strength 
of  the  governing  class  whether  it  is  able  to  carry  out  its 
idea  of  the  functions  of  government  or  not  If  it  is 
strong  enough,  it  commands  the  resources  of  the  com- 
munity to  the  requisite  extent ;  if  it  is  too  weak,  it 
succumbs.  Accordingly,  the  common  observation  that  a 
free  government  is  able  to  tax  a  community  more  heavily 
than  any  other,  is  in  strict  accordance  with  the  natural 
principles  of  economy. 

But  there  are  limits  even  to  the  taxing  power  of  a 
free  government  There  are  projects  which  the  people 
cannot  be  persuaded  that  it  is  for  their  interest  to  carry  out 
in  common.  And  the  point  at  which  the  power  of  taxation 
in  favour  of  any  common  enterprise  fails,  is  precisely  where 
the  number  or  strength  of  those  whose  particular  interests 
are  immediately  opposed  to  the  supposed  common  good,  pre- 
ponderates over  the  number  or  strength  of  those  who  are 
satisfied  of,  or  content  to  believe  in  its  advantage.  It  is 
thus  evident  that  many  common  enterprises  which  the 
general  government  of  a  community  cannot  carry  on,  may 
still  be  carried  on,  on  the  basis  of  common  interest  and  not 
of  private  advantage,  by  smaller '  associations,  provided  the 
means  of  combination  and  organization  can  be  found.  This 
is  the  basis  of  local  self-government;  and  it  is  a  notorious 
fact  that  those  who  are  clamouring  most  loudly  against  the 
possibility  of  submitting  to  any  additional  general  taxation, 
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are   often  both    able    and  willing   to  undertake  lai^e  addi- 
tional burdens  for  local  purposes. 

But  neither  general  nor  local  government  exhausts  the 
power  of  self-taxation,  or  of  combination  for  a  common 
end.  Local  government  can  go  over  the  ground  taxed 
by  the  general  government  and  tax  it  afresh,  because  it 
inspires  confidence  in  projects  in  which  general  govern- 
ment, from  the  greater  number  of  particular  interests  it 
comprises,  could  not  inspire  it.  And  within  the  bounds 
both  of  general  and  local  government,  there  are  separate 
interests  capable  of  combination  and  self-taxation  for  the 
common  pursuit  of  common  ends.  The  extent,  accord- 
ingly, to  which  the  enterprises  of  a  community  may  or 
should  be  carried  on,  on  the  basis  of  common  or  private 
interest  respectively,  is  simply  one  of  greater  capacity  for 
organization.  That  for  which  no  effective  common  organiza- 
tion can  be  formed,  must  be  left  to  private  enterprise ; 
and  where  either  form  of  organization  may  be  rendered 
effective,  the  one  or  the  other  may  be  used  according  as 
it  will  best  promote  the  end  intended  to  be  served. 

The  indefinite  accumulation  of  private  capital  is,  accord- 
ingly, not  justified  by  any  imagined  advantages  it  may 
confer  in  regard  to  the  promotion  of  objects  of  common 
good.  Its  utility,  like  its  tendencies,  are  strictly  private  and 
industrial ;  and  when  it  lends  itself  to  any  common  object, 
t  does  so  for  a  private  end,  and  in  the  pursuit  of  individual 
advantage. 

But  if  we  define,  or  restrict,  the  limits  of  possible  or  desir- 
able accumulation,  it  becomes  a  question  how  are  these  limits 
to  be  economically  observed  ?  How  are  we  to  prevent  the 
expenditure  of  a  vain  waste  of  effort  on  the  promotion  of 
an  impracticable  amount  of  accumulation,  or  on  the  actual 
achievement  of  an  undesirable  amount  ?  This  question  falls 
to  be  discussed  here  for  the  purpose  of  exposition  only,  and 
not  of  solution. 

The  theoretical    distinction   of   an   accumulation   directly 
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related  to  the  economy  of  consumption,  and  an  accumulation 
directly  related  to  the  economy  of  reproduction,  has  already 
been  noticed,  the  former  being  characterized  in  relation  to 
the  organization  of  industry  as  an  unmotived,  the  latter  as  a 
motived  accumulation.  It  is  not,  of  course,  to  be  understood 
by  this  distinction  that,  considered  in  themselves,  the  one  of 
these  forms  of  accumulation  is  less  motived  than  the  other ; 
but  only  that  the  motives  in  the  one  case  have  a  special 
industrial  signification,  which  are  wanting  in  the  other.  The 
true  distinction  between  these  two  kinds  of  motives  is,  in  fact, 
that  the  former  is  general,  the  latter  special.  All  accumula- 
tion has  an  ultimate  reference  to  consumption ;  the  motives 
to  accumulation  which  spring  from  the  economy  of  con- 
sumption are  accordingly  the  most  general  of  all  motives. 
They  distinguish  all  classes  of  accumulators  alike  ;  so  that, 
in  regard  to  any  specific  purpose,  the  accumulation  which  is 
merely  motived  by  such  considerations,  may  be  said  to  be 
unmotived. 

While  the  motives  which  spring  from  reproduction  are  not 
strictly  limited  to  any  class,  it  has  been  shown  that  they  have 
a  direct  and  special  operation  upon  the  classes  who  live  by  in- 
direct earning  (rent  or  profits),  which  they  do  not  possess  in 
the  case  of  those  who  live  by  direct  earning.  The  former 
have  a  specific  interest  and  responsibility  in  connection  with 
them.  The  latter  are  influenced  only  by  the  vague  and 
general  ambition  of  acquiring  a  position  which  they  have  not 
It  is  to  be  observed,  too,  that  the  interest  of  society  harmo- 
nizes more  fully  with  the  former  of  these  individual  interests 
than  the  latter.  It  is  the  interest  of  society  that  every  one 
should  do  his  duty  in  the  position  in  which  he  is  placed ;  but 
it  cannot  be  the  interest  of  society  that  every  one  should  be 
promoted  to  a  position  which  he  does  not  occupy.  It  is 
necessary  that  there  should  be  some  promotion,  and  there- 
fore it  is  desirable  that  there  should  be  some  ambition ;  but 
as  the  majority  must  inevitably  be  disappointed  when  every 
one  aims  at  what  can  only  be  the  possession  of  a  few,  it  is 
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not  desirable  that  ambition  of  this  kind  should  be  an  over- 
mastering passion,  otherwise  it  will  be  a  source  of  general 
misery.  A  moderate  sense  of  the  advantages  of  a  superior 
position,  and  strong  sense  of  the  real  value  of  the  probabilities 
of  the  individual  attainment  of  it,  are  the  sentiments  which 
tend  most  to  the  good  of  society  and  the  happiness  of  the 
individual. 

In  like  manner,  if  the  general  motive  of  ambition  is  upheld 
as  a  stimulus  to  accumulation  for  the  purposes  of  reproduc- 
tion, the  result  must  either  be  mischievous  or  futile.  The 
direct  earnings  of  a  few  individuals  may  be  large  enough  to 
render  accumulation  for  the  sake  of  profit  feasible  ;  with  the 
vast  bulk  of  direct  earners  it  will  always  be  otherwise.  The 
motive  of  profit  or  of  ambition,  as  a  motive  of  accumulation 
with  the  class  of  direct  earners,  must  accordingly  always  be  an 
abnormal  and  exceptional  motive.  To  lay  it  down  as  a  motive 
to  the  class  is  alike  unscientific  and  immoral.  The  only  motive 
which  properly  belongs  to  it  is  that  of  prudence ;  the  only 
general  ground  of  accumulation,  the  regulation  of  consumption. 

John  Stuart  Mill  is  undiscriminating,  and  shows  that  he 
is  in  possession  of  no  true  principle,  when  he  joins  the  pro- 
fessional with  the  trading  classes,  as  forming  together  the 
chief  accumulators  of  capital.  It  is  true  that  the  earnings  of 
some  individuals  of  the  professional  classes  are  so  lai^  that 
they  are  able  to  make  considerable  accumulations.  But  the 
distinction  is  one  not  of  individuals,  but  of  classes,  and  the 
position  of  the  individual  is  determined  by  his  mode  of 
earning.  Every  man  who  accumulates  for  the  sake  of  profit, 
is  really  trying  to  transfer  himself  from  the  one  class  to  the 
other.  With  the  great  bulk  of  the  merely  industrial  class, 
the  effect  is  futile,  and  the  profits  of  accumulation  never 
really  affect  the  position  of  the  accumulator.  Although  in 
the  case  of  the  professional  class,  the  exceptions  are  more 
numerous,  this  is  true  of  the  bulk  of  that  class  also.  The 
exceptions  in  either  case  constitute  a  real  transfer  from  class 
to  class,  and  do  not  affect  the  law  of  the  class. 
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Now,  with  regard  to  these  two  classes  of  motives  of 
accumulation,  the  motives  of  ambition  and  the  motives  of 
prudence,  it  is  to  be  observed  that  in  the  actual  state  of 
society,  and  with  the  actual  organization  of  industry,  the 
former  are  too  powerful  and  the  latter  are  too  feeble  for 
the  good  of  society ;  so  that  we  have  not  merely  to  restrain 
a  general  tendency  to  over-accumulation,  but  have  to  check 
at  once  an  excess  of  energy  Jn  the  motives  to  accumulation 
in  one  class,  and  a  deficiency  of  vitality  in  these  motives 
in  another. 

What  is  it  that,  taking  all  classes  and  individuals  together, 
forms  the  great  spring  of  accumulation  in  a  civilized  com- 
munity ?  It  is  not  prudence,  but  ambition ;  not  the  necessary 
provision  for  future  wants,  certain  or  contingent,  but  the 
desire  of  gain.  With  those  accordingly  to  whom  this  motive 
appeals  powerfully,  the  desire  of  accumulation  will  be  power- 
ful ;  with  those  to  whom  it  appeals  feebly,  it  will  be  feeble. 
In  a  community  in  which  the  mercantile  spirit  runs  high, 
the  great  motive  for  saving  is  to  secure  the  means  of  future 
ease  and  enjoyment.  This  is,  in  common  phraseology,  called 
making  a  fortune.  With  the  class  of  indirect  earners  generally, 
with  all  those  particularly  whose  gains  are  realized  as  profit, 
this  class  of  motives  attains  its  maximum  intensity,  and 
exercises  its  most  powerful  sway.  Now  it  is  evident  that 
this  motive  or  desire  to  accumulate  rapidly  the  means  of 
future  ease  is  an  excrescent  one,  even  with  the  class  directly 
charged  with  the  function  of  reproductive  accumulation. 
The  normal  condition  of  the  motive  necessary  to  this  func- 
tion is  the  desire  to  earn  an  adequate  current  maintenance 
in  addition  to  providing  the  means  of  reproduction.  The 
latter  of  these  motives  is  the  practical  and  attainable  one ; 
the  former  is  obviously  unattainable  unless  in  exceptional 
cases.  Thus  in  addition  to  the  unmotived  and  super- 
erogatory contributions  to  the  fund  of  reproduction  from 
without,  there  is,  by  this  superfluous  motive,  erected  within 
the  class  responsible  for  the  maintenance  of  this  fund,  a 
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Standard    of   accumulation    necessarily    in    excess    of    real 
requirements.     The   race   for  riches   is   thus   run   at  a   pace 
which  defeats  itself.     Society  has  always  to  maintain  a  large 
number  of   persons  not    engaged    in    productive    industry, 
because  it  requires  many  services  besides  those  of  a  directly 
industrial  kind.     Every  increase  of  the  non-producing  section 
of  the  community  is,  however,  an  additional  burden  on  the 
producing  section.    What  is  called  making  a  fortune  is  simply 
preparing  to  become  a  burden  on  the  industrial  community 
without  rendering  any   of  those  services   which   render  the 
existence   of  a   non-industrial   section   indispensable   to  the 
existence  of  the  whole.     The  man  who  strives  to  make  a 
fortune  contemplates  his  own  ease  and  enjoyment,  not  the 
good    of   society.      He    flatters    himself    that    through    his 
superior    skill,    tact,   wisdom,    energy,   or  whatever    quality 
it  is  he  thinks  himself  twice  as  strong  in  as  his  neighbours, 
he  will  be  able  to  do  in  half  a  life-time  what  it  takes  them 
their  whole   lives   to   do.     For   this   he   toils   and   sacrifices 
his   health  ;    for  this   he   rushes  upon  reckless  speculations, 
and  hazards  his  character  and  reputation  ;  for  this  he  makes 
himself  indifferent  to  the  rights  and  callous  to  the  feelings 
of  others ;  for   this   he   is   sordid,  mean,   and    parsimonious. 
All  these   are  the   means  by   which,   according  to  different 
temperaments,  the  same  end  is  pursued.     And  what  is  the 
end  ?      An   illusion,   nay,   worse,   a   dishonesty.      The    man 
who   pursues   a   fortune   is   not   qualifying   himself    for  any 
other  course  of  life  besides  that  which  he  at  present  lives. 
He  is  merely  striving  to  escape  from  duty  into  enjoyment. 
And   the   fever  of  the  strife  frequently  becomes  his  whole 
existence  ;  so  that  when  he  has  attained  his  object,  he  finds 
himself  unable  to  do  without  the  excitement  of  the  struggle. 
But  this  career  of  diseased  activity  works  in  many  ways  its 
own  retribution.     Economically  it  does  so  by  adding  to  the 
fund  of  reproduction,  accumulations  it  is  unable  to  support ; 
so  that  the  results  of  these  accumulations  no  longer  bear  any 
proportion  to  the  toil  of  forming  them,  and  '  he  that  cameth 
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wages,  eameth  wages  to  put  it  into  a  bag  with  holes/ 
The  speculator  becomes  an  investor,  and  his  means  go  into 
the  common  fund  of  industry ;  a  fund  which,  as  we  have 
seen,  admits  of  an  indefinite  increase  in  the  number  of 
claimants  on  it,  but  not  of  an  indefinite  increase  in  its  amount. 
He  is  subject  to  all  the  exigencies  of  this  fund,  and  the 
acquired  habits  of  his  mind  make  these  exigencies  a  con- 
tinual torture  to  him.  He  is  unhappy  if  he  does  not  get 
good  interest ;  unhappy  if  he  runs  risk,  unhappy  if  he  loses, 
and  doubly  unhappy  if  in  his  losses  he  has  to  pay  the  share 
of  some  of  those  wretches,  who  never  having  been  fortunate 
in  their  speculations,  have  violated  his  canon  of  respectability, 
and  had  no  right  to  speculate. 

On  the  other  hand,  the  direct  earning  classes  are  removed 
by  distance  from  the  temptations  of  profit ;  speculation 
exercises  upon  them  a  comparatively  feeble  influence,  and 
their  savings  are  motived  mainly  by  prudence.  Now 
prudential  motives  afford  a  comparatively  feeble  basis  for 
accumulation,  and  as  long  as  the  motives  are  feeble, 
economists  will  preach  the  advantages  of  accumulation  in 
vain.  The  course,  then,  taken  by  utilitarian  fnoralists,  is 
to  supply  these  classes  with  the  motives  of  ambition.  The 
example  of  a  few  successful  individuals  is  held  up  as  an 
example  to  a  whole  class.  But  this  course  is,  in  the  first 
instance,  immoral ;  and  in  the  second,  as  already  said,  it  is 
either  futile  or  pernicious.  With  the  bulk  of  those  who  consti- 
tute the  direct  earning  classes,  those  who  really  require  to  have 
the  motives  to  accumulation  strengthened,  the  advice  is  futile. 
They  see  the  feebleness  of  their  prospect  of  profit,  and  are 
unmoved  by  it  as  an  incentive  to  accumulation.  In  those 
cases  in  which  the  motives  of  ambition  prove  effectual, 
they  act  injuriously  in  two  directions.  They  augment  indis- 
criminately the  reproductive  fund ;  and  they  alienate  from 
their  proper  pursuits  the  interests  of  those  who  make  them. 
The  professional  man  who  begins  to  accumulate  means 
large  enough  for  profitable  investment,  becomes  absorbed 
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in  the  cares  of  an  investor.  He  is  dominated  by  the 
mercantile  spirit,  and  his  heart,  his  time,  and  his  attention 
are  taken  up  by  the  solicitudes  of  his  new  position.  He 
is  no  longer  a  purely  professional  man,  but  a  man  in  the 
transition  stage  from  a  professional  career  to  that  of  a 
director  of  productive  industry. 

While  there  is  thus,  in  the  actual  organization  of  industry, 
an  excess  in  the  motives  to  accumulation  in  one  class,  and 
a  deficiency  in  another,  the  general  tendency  to  over- 
accumulation  is  unchecked  by  this  apparent  counterpoise ; 
for  all  those  whose  means  of  accumulation  are  ample,  are 
attracted  to  the  class  in  which  the  motives  to  accumulation 
are  excessive,  while  the  earnings  of  those  who  are  deficient 
in  the  means  of  accumulation,  are,  for  that  very  reason, 
controlled  by  the  class  which  possesses  the  power  of  re- 
dundant accumulation.* 

The  general  result  of  our  examination  of  the  tendencies 
of  accumulation,  then,  is  that  these  are  normally  always  in 
excess  of  the  demands  of  industry,  and  that,  notwithstanding, 
the  amount  of  capital  in  organic  relation  to  industry  is 
necessarily  determined  by  these  demands.  In  the  following 
chapters  On  the  Growth  and  Limits  of  Production,  we  shall 
follow  up  this  conclusion  to  its  ultimate  consequences,  as 
far  as  the  existing  organization  of  industry  is  concerned. 

*  John  Stuart  Mill  in  his  chapter  on  the  Law  of  the  Increaso  of  Capital, 
finding  no  support  for  his  theory  in  the  condition  of  a  free  industrial  community, 
draws  his  illustrations  indiscriminately  from  communities  in  various  stages  of 
industrial  oiganization,  which  ought,  if  any  conclusions  were  to  be  founded 
on  them,  to  have  been  critically  discriminated. 
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ON   THE  CONDITIONS  OF  THE  GROWTH 
AND  LIMITS  OF  PRODUCTION. 


CHAPTER    I. 

THE  THEORIES  OF  RICARDO. 

THE  investigation  on  which  we  are  about  to  enter,  com- 
prises a  number  of  distinct  inquiries,  the  natural 
approaches  to  several  of  which  have  been  clogged  by 
obstructions  created  by  the  methods  of  the  recognised 
authorities  in  economy. 

No  writer,  in  my  opinion,  is  to  a  greater  extent  re- 
sponsible for  the  false  methods  which  have  denaturalized 
the  treatment  of  Political  Economy,  and  rendered  it  a  horror 
to  ordinary  readers,  than  Ricardo. 

Ricardo  has  established  an  economical  dogmatism  by 
the  rigorous  application  of  logic  to  a  narrow  and  inadequate 
basis  of  fact,  rendered  further  unreliable  by  his  ignorance 
of,  or  inattention  to,  the  variability  of  terms.  For  Ricardo, 
one  word  has  always  one  meaning,  and  he  imagines  him- 
self immaculate  in  his  rigorous  application  of  logic  to  his 
fixed  terms ;  but  no  one  has  more  grievously  deceived  him- 
self as  to  his  consistency  than  he. 

It  will  be  impossible  to  enter  here  into  a  detailed  criticism 
of  Ricardo's  method,  but  some  indications  must  be  given 
of  the  objections  taken  to  it 

I  have  already  taken  exception  to  the  method  adopted 
by  Ricardo^  and  defended  by  Mill,  of  proving  propositions 
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in  economy  by  illustrations  expressly  framed  for  the  pur- 
pose. The  meagre  allowance  of  fact  to  which  this  method 
reduces  the  experimental  basis  of  economical  doctrine, 
would,  were  there  no  other  objection  be  sufficient  to  con- 
demn it.  Theories  framed  in  this  manner,  are  commonly 
but  sickly  representatives  even  of  the  facts  with  which 
they  profess  to  deal ;  and  when  brought  in  contact  with 
the  real  and  living  facts  of  actual  experience,  they  will 
not  bear  the  light.  Then  follow  explanations  and  qualifica- 
tions, by  which  both  facts  and  theories .  are  denaturalized. 
Ricardo's  method  of  proof  by  illustration  is  open  to  a  still 
further  objection.  His  illustrations  are  not  only  artificial 
but  sectional.  It  is  not  necessary  for  Ricardo  to  present 
any  whole  fact  or  occurrence  to  proye  the  most  important 
doctrine.  The  limb  of  a  fact,  cut  off  according  to  some 
impossible  anatomy,  and  united  by  some  equally  impracti- 
cable surgery  with  some  other  member,  will  suffice. 

It  is  undoubtedly  necessary  that  the  various  phases  of  indus- 
trial facts  should  be  studied  separately,  so  that  the  elements 
and  laws  of  their  combinations  may  be  accurately  distin- 
guished ;  but  it  would  seem  that  in  order  that  these  elements 
may  be  adequately  distinguished,  and  any  true  laws  of 
combination  affecting  them  discovered,  it  should  be  neces- 
sary to  observe  them,  where  alone  they  are  to  be  found,  in 
their  natural  combinations,  and  that  the  process  of  elimi- 
nation should  at  least  be  preceded  by  a  careful  presentation 
of  concrete  facts.  Two  things,  at  least,  appear  to  me  to 
be  indispensable  to  any  illustration  offered  in  proof  of  a  pro- 
position,.  but  especially  of  an  elementary  proposition  in 
economy ;  it  must  be  something  that  can  be  conceived  of 
as  having  actually  happened,  and  the  state  of  society  in 
which  its  occurrence  is  supposable,  must  be  that  to  which 
the  proposition  intended  to  be  proved  is  to  be  applied. 
Moreover,  every  general  proposition  ought  to  be  drawn  from 
a  general  view  of  economical  facts ;  and  no  proposition 
should  be  made  more  general  than  the  facts  on  which  it 


CHAP.  I.]  ON  PRODUCTION.  225 

rests.  No  writer  has  more  systematically  disregarded 
these  rules  than  Ricardo.  In  his  principles  of  Political 
Economy,  he  rushes  into  discussion  without  definition  of 
terms ;  and  what  makes  this  more  inconvenient,  it  presently 
appears  that  he  intends  to  use  common  terms  in  unnatural 
senses.  He  begins  with  an  attack  on  Adam  Smith  for 
setting  forth  two  inconsistent  standards  of  value,  a  theo- 
retical standard,  based  on  the  quantity  of  labour  which 
various  commodities  contain,  and  a  practical  standard  based 
on  the  quantity  of  labour  for  which  they  will  exchange,  or  for 
greater  convenience,  on  the  price  of  com  ;  and  it  presently 
appears  that  while  Ricardo  holds,  as  he  is  bound  in  con- 
sistency to  do,  that  there  is  no  material  standard  of  value, 
he  means  to  use  gold  as  a  standard  as  Adam  Smith  used 
corn,  and  does  so  use  it  in  a  far  more  absolute  and  arbitrary 
way.  In  conducting  this  discussion;  Ricardo  seems  to 
imagine  that  he  uses  the  word  value  in  a  uniform  sense. 
He  notes  the  two  definitions  given  by  Smith  of  value  as 
intrinsic  or  exchange  value,  and  he  appears  to  intend  to 
confine  himself  to  the  latter.  I  cannot  find,  at  all  events, 
that  in  the  chapter  on  value,  he  ever  uses  the  term  in  the 
sense  of  intrinsic  value.  There  are,  however,  two  other  senses 
in  which  he  uses  it,  exchange  value  and  cost  of  production ; 
and  these  two  senses  we  shall  subsequently  find  are  irre- 
concileable.  Ricardo  also  holds,  with  an  unimportant 
exception,  about  which  he  is  entirely  in  the  wrong,  that 
commodities  must  exchange  in  the  ratio  of  the  labour  con- 
tained in  them.  From  this  he  draws  a  consequence  not 
easily  reconciled  with  it,  that  labour  may  fall  in  value 
relatively  to  all  other  things.  This  he  assumes  to  take  place 
when  the  necessaries  of  the  labourer  fall  in  value.  Of  all 
exchangeable  things,  the  necessaries  of  the  labourer  are  the 
most  important ;  and  it  is  not  only  a  logical  contradiction, 
a  thing  to  be  avoided  by  so  critical  a  writer,  but  a  serious 
misrepresentation  of  fact,  to  say  that  labour  falls  relatively 
to    all    other    things,    when  it  does  not  fall  relatively  to 
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these.  Ricardo  is  here  attacking  Smith  and  Malthus  for 
using  improper  language  in  saying  that  when  the  necessaries 
of  the  labourer  become  more  abundant  through  the  cheap- 
ness of  corn  and  necessaries,  labour  has  risen  in  value.  This 
language  is  both  natural  and  accurate.  Labour  has  risen 
in  value  relatively  to  the  class  of  commodities  which  is  in- 
trinsically the  most  important,  and  which  to  the  labourer 
is  nearly  the  only  important  class.  Ricardo  deceived  him- 
self in  imagining  that  Adam  Smith  and  Malthus  meant 
to  assert  that  labour  had  risen  in  value  relatively  to  all 
other'  things.  This  would  be  as  absurd  as  his  own  pro- 
position that  labour  has  fallen  in  value  relatively  to  all 
other  things.  The  truth  is  that  labour  has  fallen  relatively 
to  some  things  and  risen  relatively  to  others  ;  but  as  the 
things  in  relation  to  which  it  has  risen  are  the  things  which 
the  labourer  mostly  wishes  to  purchase,  it  is  proper  to  say 
that  the  value  of  labour  has  risen.  Ricardo,  in  fact,  wishes 
to  express  a  different  fact  from  what  Adam  Smith  and 
Ricardo  have  in  view  ;  but  in  order  to  express  it,  he  seizes 
on  the  form  of  expression  proper  to  their  fact ;  and  in 
doing  so,  while  he  attempts  to  force  upon  his  opponents  a 
uniformity  in  the  use  of  language  which  he  does  not  obseive 
himself,  he  deprives  an  important  industrial  fact  of  its  only 
natural  mode  of  expression.  This  is  a  fair  sample  of  the 
scientific  accuracy  introduced  by  Ricardo  into  the  technology 
of  economy.  Of  this  we  shall  have  other  examples.  In 
this  instance  Ricardo  imagines  he  uses  the  word  value 
strictly  in  the  sense  of  exchange  value.  But  it  is  obvious 
that  a  commodity  which  will  exchange  for  more  of  one  thing 
and  less  of  another,  has  neither  risen  nor  fallen  absolutely 
in  exchange  value.  Ricardo  here  and  elsewhere  tacitly 
appeals  to  a  standard,  and  that  standard  is  cost  of  pro- 
duction. Because  the  necessaries  of  the  labourer  now  cost 
less  labour,  he  says  they  have  fallen  in  value,  and  labour 
which  purchases  more  of  them,  has  fallen  with  them.  When 
an  alteration  has  taken  place  in  the  relative,  value  of  several 
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commodities,  Ricardo  and  other  writers  discuss  whether 
one  of  them  has  risen  or  the  others  have  fallen.  All  such 
discussions  are  meaningless  with  reference  to  exchange 
value.  They  refer  to  cost  of  production.  There  can  be  no 
rise  in  exchange  value,  except  relatively  to  a  fall,  and  no 
fall,  except  relatively  to  a  rise.  I  do  not  object  to  Ricardo's 
using  the  term  value  in  the  sense  of  cost  of  production ;  but 
I  object  to  any  writer  using  a  term  in  two  senses,  and 
insisting  that  he  uses  it  only  in  one.  What  Smith  and 
Malthus  meant  to  say,  was  that  the  cheapness  of  necessaries 
g^ve  greater  purchasing  power  to  the  wages  of  labourers. 
This  is  a  rise  in  exchange  value  in  the  most  important 
sense.  What  Ricardo  meant  was  that,  owing  to  the  greater 
productiveness  of  certain  kinds  of  labour,  a  larger  margin 
remained  upon  the  employment  of  labour  than  previously^ 
in  other  words,  that  profits  had  risen  as  well  as  labour. 
This  (the  alternative  form  into  which  I  have  put  his  mean- 
ing) Ricardo  declares  to  be  impossible,  because  he  insists 
on  looking  only  at  the  relative  position  of  wages  and  profits. 
But  it  is  possible  also  to  look  at  them  absolutely  ;  and  in 
this  sense  a  rise  takes  place  both  in  wages  and  profits 
every  time  there  is  an  increase  in  the  productiveness  of 
labour.  This  occurrence  is  sufficiently  common  and  suffi- 
ciently important  to  deserve  to  have  a  mode  expression  left 
to  it.*  It  is  expressed  by  saying  that  the  productiveness 
of  labour  had  increased  to  a  greater  extent  than  the  rise 
in  the  value  of  wages  ;  or  that  wages  and  profits  have  both 
risen.  The  agencies  of  capital  and  superintendence  represented 
by  profits,  are  exchangeable  things  as  well  as  commodities 
and  labour,  and  when  both  these  and  labour  earn,  or  exchange 
for,  more  commodities,  both  have  certainly  risen  in  value. 

*  Ricardo  labours  much  to  frave  that  a  rise  in  wages  is  always  attended  by  a 
decline  of  profits,  and  a  decline  in  wages  by  a  rise  of  profits ;  but  as  he  defines  a 
rise  or  fall  in  either  as  relative  to  a  corresponding  movement  in  the  other,  he 
might  have  saved  himself  the  trouble  of  proving  it,  particularly  as  the  definition  is 
essential  to  the  proof,  and  it  is  only  true  of  a  rise  or  fall  of  wages  as  defined  by 
Ricardo,  that  it  is  attended  by  an  opposite  movement  of  profit 
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In  this  chapter  on  value  certain  principles  are  deduced 
exclusively  from  a  sectional  view  of  production  considered  by 
itself,  that  is,  apart  from  distribution.  It  is  not  till  some  time 
after  (Chapter  4)  that  it  appears  that  Ricardo  admitted  that 
these  principles,  which  are  delivered  dogmatically,  are  in  any 
way  affected  by  the  phenomena  of  exchange.  Nor  does  it 
appear  that  the  effects  of  the  laws  of  exchange,  or  distribution, 
on  value  were  ever  seriously  considered  by  him. 

One  effect  of  his  arbitrary  use  of  terms,  and  his  artificial 
method  of  investigation,  is  that  it  is  often  very  difficult, 
at  first  indeed  impossible,  to  guess  his  meaning.  His 
propositions  have  commonly  at  least  two  possible  signi- 
fications, the  one  a  truism  the  other  a  fallacy.  He 
complains,  in  a  note  to  section  7  of  the  chapter  on 
value,  that  Malthus  had  misunderstood  him  as.  to  the 
meaning  of  the  term.  I  think  Malthus  was  perfectly  justified 
in  misunderstanding  him,  for  in  giving  it  inconsistent  mean- 
ings in  the  same  argument  he  has  misrepresented  himself* 

Some  of  Ricardo's  theories,  to  which  exception  will  have 
to  be  taken,  will  be  more  conveniently  discussed  in  subsequent 
chapters  ;  the  remainder  of  this  will  be  devoted  to  an  examina- 
tion of  one  of  the  most  fundamental  and  important  of  them, 
the  theory  of  rent. 

John  Stuart  Mill  says  that  the  theory  of  rent  has  never  been 
denied  except  by  those  who  do  not  understand  it.  Yet  Mill's 
theory  of  rent  is  not  identical  with  that  of  Ricardo.  In  this, 
as  in  other  cases,  Milf  has  made  reservations  which  reduce 
the  generalization  to  the  rank  of  a  general  rule.  One  excep- 
tion taken  by  Mill  to  the  definition  of  rent  given  by  Ricardo 
is  quite  reasonable  in  itself,  but  quite  opposed  to  the  method 
of  Ricardo.  Ricardo  limits  rent  to  the  price  paid  for  the 
natural  advantages  of  the  soil.  Mill  remarks,  as  Ricardo 
himself  had  done,  that  it  is  impossible  to  distinguish  these 

*  Ricardo  in  this  note  distinctly  identifies  exchange  value  with  cost  of  produc- 
tion. The  fallacy  of  this  identification  will  be  seen  in  the  following  chapter  of 
this  Book. 
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from  the  advantages  due  to  capital  sunk  in  improvements 
which  increase  the  permanent  productiveness  of  the  soil. 
But  it  was  no  part  of  Ricardo's  method  to  draw  distinctions 
which  can  be  made  in  the  concrete.*  It  would  be  impossible 
for  any  one  to  tell  whether  a  certain  change  in  the  remunera- 
tion of  labour  constituted,  in  Ricardo's  sense,  a  rise  or  fall  of 
wages.  Such  theoretical  distinctions  are  often  of  great  im- 
portance ;  the  only  question  is  whether  they  should  be 
regarded  as  of  exclusive  importance,  and  should  usurp  a 
monopoly  of  the  terms  already  appropriated  to  concrete 
facts.  What,  however,  is  of  special  importance  here  is  that 
the  capital  which  Ricardo  would  distinguish  from  rent-pro- 
ducing property  has  been  sunk  in  adding  to  the  value  of  a 
rent-producing  property,  and  that  the  improved  property 
obeys  in  all  respects  the  same  laws  as  the  original  property  ; 
so  that  if  the  original  property  was  capable  of  bearing  rent, 
the  capital  identified  with  it  is  capable  of  bearing  rent  also. 

The  distinguishing  feature  of  Ricardo's  theory  of  rent  is 
the  elimination  of  rent  from  among  the  constituents  of  value 
(value-Ricardo,  or  cost  of  production-Mill).  The  meaning 
and  consequences  of  this  elimination  will  subsequently  come 
to  be  considered  ;  in  the  meantime  some  preliminary  points 
require  attention. 

A  circumstance  in  regard  to  the  origin  of  rent  has  been 
noticed  by  Chalmers,  which  deserves  more  formal  development 
than  he  has  given  it,  and  which  might  have  engaged  the 
attention  of  so  strenuous  an  advocate  of  peasant  proprietor- 
ship as  John  Stuart  Mill.  Rent,  in  its  particular  form  of 
development,  is  the  result  of  primogeniture,  or  rather  ol 
a  class  of  natural  agencies  of  which  primogeniture  is  the 
type.  Neither  scarcity  in  supply,  nor  inequality  in  produc- 
tiveness of  land,  is  sufficient  to  account,  not  for  the  existence 
of  rent,  but  for  the  place  held  by  it  in  the  organization  of 

*  This  is  the  natural  conclusion  to  be  drawn  from  Ricardo's  method  of  reason- 
ing ;  but  it  is  not  quite  clear  that  it  was  his  own  view.  Both  in  respect  to  wages 
and  rent  he  appears  at  times  to  think  the  distinctions  he  makes  capable  of  being 
realized  in  the  concrete. 
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industry.  It  is  not  a  necessary  consequence  of  the  scarcity  of 
land  that  it  should  commonly  be  hired  out  by  its  owners  for 
cultivation,  nor  is  rent  the  only  means  by  which  differences  in 
natural  productiveness  may  be  equalized. 

If  it  were  an  inevitable  consequence  of  limitation  of  supply 
that  natural  agents  should  remain  in  few  hands,  or  of  differ- 
ences in  productiveness  that  some  proprietors  should  grow 
rich,  rents  would  necessarily  ensue,  because  the  rich  proprie- 
tors would  not  work  their  estates  themselves,  but  would 
prefer  to  let  out  their  advantages  on  hire  to  others.  Disparity 
in  the  distribution  of  property  in  natural  agents  is  the  original 
basis  of  the  differences  of  fortune  which  appear  in  every  civil- 
ized society  ;  but  these  differences  have  a  more  active  and 
permanent  cause  than  mere  disparity  of  original  possessions. 
It  is  the  difference  of  earning  power  which  results  from  a  com- 
plex organization  of  industry  that  maintains  and  increases 
the  original  differences  of  fortune.  Now  these  differences  of 
earning  power  are  much  less  in  the  case  of  the  utilization  of 
natural  agents  than  in  that  of  acquired  wealth.  Fortunes  are 
not  made  nearly  so  rapidly  by  land-holding  as  by  trading. 
Consequently,  if  the  inequalities  in  the  distribution  of  wealth 
stand  in  need  of  any  protection  against  natural  enemies,  that 
part  of  them  that  is  most  exposed  to  danger  is  the  distribution 
of  natural  agents.  But  seeing  the  inequalities  in  the  distribution 
of  property  are  maintained,  like  other  inequalities,  by  the 
inequality  of  human  powers  and  opportunities,  what  is  there 
to  threaten  them  ?  There  is  the  brevity  of  human  life.  In  the 
case  of  a  property  that  does  not  naturally  increase  in  quantity 
like  acquired  capital,  by  successful  management,  and  that  is 
so  much  more  difficult  to  increase  in  other  ways,  the  power  of 
acquisition  during  life  might  easily  be  overborne  by  systematic 
subdivision  among  natural  heirs,  and  land  once  subdivided  in 
this  way  might  never  ag^n  be  accumulated  with  sufficient 
rapidity  to  resist  the  force  of  the  redistributing  agency.  If 
this  took  place  it  would  work  a  great  change  in  the  organiza- 
tion of  industry ;  and  it  might  be   a  question  whether,  this 


CHAP.  I.]  ON   PRODUCTION.  231 

fundamental  source  of  inequality  in  distribution  being  re- 
moved, the  more  artificial  sources  would  be  able  to  maintain 
themselves. 

The  manner  in  which  this  change  in  the  custom  of  inherit- 
ance would  affect  rent  deserves  careful  consideration  ;  because 
the  comparison  between  the  different  circumstances  will 
throw  much  light  upon  the  nature  of  rent  itself. 

Instead  of  the  creation  of  a  class  of  middlemen  between 
proprietors  and  labourers,  in  which  originates   the   class  of 
capitalists,  who  soon  become  richer  and  more  powerful  than 
proprietors  themselves,  the  division  of  property  would  lead  to 
proprietors  continuing  cultivators,  or  to  their  resuming  culti- 
vation where  they  had  abandoned  it.     If  the  custom  of  sub- 
division began  to  prevail  over  the  power  of  acquisition  when 
properties  were  large,  it  would  still  more  prevail  when  they 
became  subdivided.     The  superior  fertility  of  some  properties 
would  only  render  them  susceptible  of  greater  subdivision, 
and  the  advantages  of   producers,  who    would   in   fact  be 
labourers,  would  be  equalized,  not  by  rents,  but  by  the  equal- 
ization in  respect  to  productiveness  of  their  respective  posses- 
sions.    Properties  incapable  of  division,  and  to  which  circum- 
stances gave  an  adventitious  value,  would   fall  under  joint 
ownership.       If  movable  property  were   subdivided    in  the 
same  way,  it  would  be  difficult  for  large  accumulations  to  be 
made,  and  industry  would  ultimately  fall  into  a  state  in  which 
every  labourer  would  have  to  provide  his  own  resources.     No 
one  absolutely  destitute  of  property  would  now  be  able  to 
carry  on   industry   at  all.     But  though,  in  such  a  state  of 
society,  there  would  be  hardly  any  superfluity  of  means,  rent 
might   still   exist     It  would  necessarily  exist  to   a  limited 
extent  in   the   case  of  properties  incapable  of  subdivision. 
Such  properties  would  have  to  be  utilized  by  one  owner  or 
occupier,  who  would   pay  the  surplus  profits   to  the  other 
owners,  to  whom   they  would  constitute  the  sole  means  of 
providing  themselves  with  industrial  facilities.    This  would  be 
rent  in   Ricardo's  sense.     But  there  would  still   be  another 
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cause  of  rent  Just  as  there  would  be  exchange  of  commo- 
dities though  there  were  no  large  accumulations  of  capital, 
so  there  would  be  exchange  of  facilities  of  production,  whether 
natural  or  acquired,  and  these  exchanges  might  be  either  per- 
manent or  temporary.  Temporary  exchanges  of  property- 
would  naturally  be  arranged  through  the  medium  of  rent. 
Rent  would  thus  exist  not  as  a  means  of  equalizing  facilities 
of  production,  but  simply  as  a  medium  of  temporary  ex- 
change or  loan  of  valuable  commodities.  Now,  though  this 
function  of  rent  is  concealed  by  that  to  which  Ricardo  ascribes 
its  origin,  it  always  exists,  and  underlies  every  transaction  in 
which  rent  has  a  part  Rents  are  like  profits,  not  only  differ- 
ential but  balancing.  They  enter  on  both  sides  of  transac- 
tions which  they  do  not  appear  to  affect  It  is  obvious  that 
in  these  circumstances  rent  would  be  paid  for  properties  that 
would  do  no  more  than  maintain  the  cultivators.  This  would 
be  the  normal  position  of  properties.  But  as  the  man  who 
wished  to  hire  facilities  from  others  would  have  some  of  his 
own  to  dispose  of,  the  want  of  a  superfluity  would  not  prevent 
his  doing  so.  The  value  of  the  means  of  subsistence  would 
thus  still  be  divided  into  two  parts,  and  rent  would  form  an 
element  in  the  cost  of  production.  ,  The  reason  why  non- 
productive properties  cannot  pay  rent  under  the  actual  organ- 
ization of  industry  is  that  those  who  labour  in  them,  being 
possessed  of  nothing,  whoever  undertakes  to  cultivate  them 
must  give  the  whole  produce,  beyond  the  consideration  for 
which  he  works  himself,  to  them.  This,  however,  is  not  the 
lowest  limit  of  exchange  value,  but  only  the  limit  assigned  by 
the  dependence  of  the  cultivating  labourers.  Wherever  there 
is  utility  and  limitation  of  supply  there  is  value,  and  what- 
ever has  value  is  capable  of  bearing  a  hire.  Rent,  then,  is 
in  its  own  nature  simply  the  hire  of  a  valuable  commodity, 
and  in  this  respect  the  hire  of  land  differs  in  no  respects  from 
the  hire  of  other  commodities. 

The  circumstances  I  have  now  supposed  are  conceivable, 
but  I  do  not  say  they  are  practicable.    They  are  rendered 
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impracticable  not  by  any  inconsistency  or  incoherence  in 
themselves,  but  by  certain  principles  opposed  to  their  realiza- 
tion in  human  nature.  I  have  said  they  would  be  realized 
by  the  abolition  of  primogeniture,  and  the  class  of  agencies 
of  which  it  is  the  type ;  but  not  by  the  legal  abolition  of 
primogeniture,  or  even  by  the  legal  enforcement  of  its 
opposite.  Primogeniture  is  only  one  of  a  class  of  natural 
agencies  which  come  into  active  operation  in  every  variety 
of  circumstances,  in  order  to  preserve  accumulations  and 
other  privileges  when  once  acquired.  It  is  to  these  agencies 
that  the  prevalence  of  the  differential  quality  of  rent  in  the 
actual  organization  of  industry  is  due  ;  and  against  them 
the  power  of  no  government  would  be  adequate  to  contend  : 
for  it  is  to  them  that  governments  themselves  owe  their 
stability.  It  is  not  merely  the  man  who  is  desirous  of 
founding  a  family,  and  perpetuating  a  name,  who  lends 
himself  to  the  perpetuation  of  privilege.  Every  holder  of 
office  instinctively  strives  to  maintain  his  office,  and  is 
interested  in  finding  a  successor  competent  to  maintain  it 
also.  A  professional  man  brings  up  one  son  to  his  own 
profession,  and  the  merchant  selects  a  proper  successor 
for  his  desk.  The  rapidity  with  which  mercantile  capital 
is  accumulated,  and  the  ease  with  which  it  is  borrowed, 
make  it  comparatively  unimportant  that  it  should  be  trans- 
mitted undivided.  And  this  is  probably  the  sole  reason 
why  the  prevalence  of  custom  has  not  enforced  a  law  of 
primogeniture  in  respect  to  it  as  well  as  to  real  property. 
It  is  in  any  case  an  error  to  regard  rent  as  the  only  mode 
of  equalizing  inequalities  in  productiveness  to  the  actual 
producer.  The  other  mode  here  pointed  out  is  not  in- 
operative in  the  present  organization  of  industry.  It  is 
continually  at  work,  but  it  is  overborne  by  the  superior 
strength  of  privilege.  Were  privilege,  however,  not  constantly 
renewed  by  primogeniture  it  would  be  too  strong  for  it. 

In  order  to  establish  the  principle  of  the  elimination  of 
renty  Ricardo  draws  a  straight  line  of  demarcation  between 
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commodities  producible  ajt  pleasure  by  the  application  of 
additional  labour,  and  commodities  of  which  the  supply  is 
strictly  limited  by  natural  causes;  and  he  limits  his  general- 
izations to  the  former  class.  John  Stuart  Mill  develops  this 
distinction  into  two  alternative  laws  of  value ;  the  value 
of  things  limited  in  production  being  determined  by  supply 
and  demand,  and  of  things  unlimited,  by  cost  of  production* 
Mill's  two  laws  of  value  are  a  pure  illusion.  The  value  of 
all  commodities  is,  as  already  stated,*  equally  determined  by 
supply  and  demand ;  and  if  any  commodities  tend  to 
exchange  in  the  ratio  of  cost  of  production,  it  is  because 
the  operation  of  the  law  of  supply  and  demand  determines 
them  to  do  so.  Moreover,  commodities  limited  in  supply 
tend  as  much  to  exchange  in  the  ratio  of  their  cost  of  pro- 
duction as  any  other  commodities.  The  limitation  may 
proceed  from  any  of  three  sources  :  from  exceptional  skill 
in  the  producer  ;  from  privilege  ;  or  from  scarcity  of  material. 
If  the  cause  of  scarcity  is  exceptional  skill,  the  price  of  the 
skill  forms  part  of  the  cost  of  production ;  if  it  is  privilege, 
it  is  capable  of  being  hired  and  bearing  a  rent ;  and  if  it  is 
scarcity  of  material,  it  can  also  become  rent-producing.  The 
cost  of  production  includes  the  price  of  privilege,  and  it  makes 
no  difference  whether  the  holder  of  the  privilege  hires  it  to 
another  or  turns  it  to  account  himself,  any  more  than  it 
does  to  the  price  of  corn,  whether  the  proprietor  cultivates 
his  own  land  or  lets  it  to  a  farmer.  The  accidental  cases 
in  which  gold  or  precious  stones  may  be  found  on  unclaimed 
territory  are  only  apparent  exceptions  to  the  rule.  The 
privilege  belongs  to  the  finder,  or  if  there  is  some  pre- 
vious claimant,  it  will  very  soon,  when  once  its  value  has 
been  discovered,  be  brought  within  the  laws  of  organized 
industry. 

In  order  to  form  a  complete  generalization,  it  is  only 
necessary  to  show  that  the  inclusion  of  rent  in  value  shown 
in   these  cases   is  normal,  and  not  exceptional.     This  may 

*  Book  I.,  chap.  2. 
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be  done  first  by  showing  that  rent  is  potentially  included 
in  every  estimate  of  value  or  cost  of  production. 

Here  it  will  be  necessary  to  consider  what  is  meant  by 
cost  of  production,  a  circumstance  which  political  econo- 
mists have  left  rather  vague.  There  are  at  least  three 
meanings  that  may  be  attached  to  the  term.  We  may 
consider  the  cost  of  commodities  as  it  affects  the  com- 
munity, the  producer,  or  the  consumer.  All  these  points 
of  view  are  important ;  all  ought  to  be  considered  by  the 
economist,  nor  ought  it  to  be  assumed  that  any  two  of 
them  are  identical. 

As   regards  the    community  as  a  whole,   it  is    at  once 
evident  that  rent  does   not  form   an   element  in  the  cost 
of  production ;  because  rent  is  part  of  the  produce  which 
the  community  enjoys.      To  the   community  at  large   the 
cost   of  production,   whether  of  home  or  foreign   produce, 
is   simply  the   labour  expended   in   procuring  it.     It   is   to 
be    remembered,  however,  that    the    community    embraces 
a  great  variety  of  interests,  and  in  this  matter  it  is  divided 
into  two  classes  with   exactly  opposite  interests :    the  pri- 
vileged  and   the  unprivileged   classes.      To    the  privileged 
class  rent  is  simply  a  means  of  exchange,  or  of  adjustment 
between  greater  and  lesser  privileges.     To  the  unprivileged 
it  is  simply  a  burden,  a  charge,  an  addition  to  the  cost  of 
production.     While  rent,  however,  is  undoubtedly  a  charge 
upon  the  unprivileged  class,  it  has  already  been  shown  that 
the  greater    part    of    it  is    necessarily    expended    for    the 
benefit  of  the  community,  and  that  in  a  way  more  advan- 
tageous to  the  community  as  a  whole,  than  if  it  were  left 
in  the  hands  of  the  cultivators. 

It  is  a  curious  mode  of  demonstrating  that  rent  is  not 
a  charge  on  the  cost  of  production  to  the  unprivileged  con- 
sumer to  show  that  it  is  a  necessary  charge ;  and  this  is 
all  that  Ricardo's  theory  of  elimination  does.  It  must  here 
be  observed  that  what  truth  there  is  in  the  theory  is  not 
well  or  accurately  expressed  by  the  method  of  elimination. 
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If  rent  does  not  form  an  element  of  value,  the  elements 
of  value  must  be  fictitiously  made  up.  It  is  one  of  the 
happy  devices  of  Ricardo  to  assume  that  profits  are  equal. 
*  Suppose/  he  says,  in  one  of  his  fictitious  illustrations,  *  that 
profits  are  ten  per  cent'  It  will  presently  be  seen  how- 
pernicious  the  practice  is  in  political  economy,  but  I  will 
here  observe  that  such  a  method  of  falsifying  premises  by- 
substituting  fictitious  for  real  facts,  that  is  to  say,  facts 
which  are  either  inconceivable  in  themselves,  or  in  the  cir- 
cumstances supposed,  ought  not  to  be  tolerated  in  any 
science.  Now,  in  eliminating  rent  from  among  the  con- 
stituents of  value,  Ricardo  has  prepared  for  himself  this 
dilemma.  The  remaining  constituents  of  value,  according  to 
Ricardo,  are  profits  and  labour.  Profits,  according  to  Ricardo, 
are  equal.  On  every  commodity  which  exchanges  at  the 
same  value,  consequently,  an  equal  amount  of  wages  must 
be  paid.  The  farmer  who  produces  three  bushels  of  com 
with  the  same  labour  that  another  produces  one,  will  pay 
the  same  wages  as  the  other  for  a  third  of  the  labour. 
Happy  labourers !  who  would  imagine  the  Utopia  they 
worked  in  was  England  ?  The  fiction  is  not  removed  by 
substituting  cost  of  production  for  value,  as  John  Stuart  Mill 
does,  although  this  affords  a  readier  explanation  of  its 
meaning.  The  farmer  or  manufacturer  who  pays  rent, 
charges  rent  as  part  of  his  cost  of  production  ;  the  farmer 
or  manufacturer  who  does  not  pay  rent,  does  not  charge  it. 
This  is  the  fact :  but  the  economist  wishes  to  inform  the 
rent-paying  producer  that  the  charge  of  rent  is  not  an 
additional  element  in  his  cost  of  production  as  compared 
with  the  cost  of  the  producer  who  pays  no  rent,  but  only 
a  compensating  element  as  against  his  greater  cost  of  labour 
or  other  disadvantages.  The  proper  mode  of  expressing 
this  would  be  to  say  that  rent  enters  into  value  as  a  differ- 
ential element.  Assuming,  for  the  present,  that  there  is  no 
exception  to  be  taken  to  Ricardo's  doctrine  but  the  form, 
this  mode  of  expression  would   answer  a  variety  of  pur- 
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poses.  It  would  both  conduce  to  accuracy  in  the  application 
of  the  doctrine  itself,  and  prevent  a  great  number  of  im- 
portant facts  from  being  pushed  out  of  sight  to  make  room 
for  it  Rent  enters  into  production  in  a  great  variety  of 
ways,  and  at  a  great  many  different  stages.  It  is  not 
always  the  case  that  rent  is  a  differential  element,  and 
if  it  is  to  be  theoretically  eliminated  from  cost,  the 
question  whether  it  is  properly  eliminated  or  not  in  par- 
ticular cases,  will  be  very  apt  to  be  lost  sight  of  When 
rent  has  always  to  be  taken  account  of,  either  as  a  positive 
or  an  alternative  element  of  cost,  its  proper  position  is  less 
likely  to  be  overlooked. 

This  consideration  is  rendered  of  greater  importance  by 
another  which  is  more  important  in  itself,  and  which 
implies  a  charge  of  partiality  against  the  theory.  Ricardo's 
straight  line  of  division  of  commodities  into  those  pro- 
ducible indefinitely  and  those  of  limited  production,  is 
not  a  natural  one,  and  is  objectionable  on  many  grounds, 
independently  of  the  theory  of  rent. 

There  is  no  commodity  that  can  be  produced  indefinitely 
without  alterations  in  the  conditions  of  its  production ;  and 
of  the  most  important  class  of  these  alterations  rent  is  the 
index,  as  that  which  produces  rent,  the  limitation  of  the 
supply  of  natural  agents,  is  the  cause.  To  lose  sight  of 
rent  as  a  differential  element  of  cost  is  to  throw  away 
the  standard  of  measurement  of  progress  in  the  absorption 
of  natural  agents.  There  is  a  great  difference  between 
commodities  which,  material  being  given,  are  producible  at 
pleasure  within  a  limited  area,  and  those  of  which  the  in- 
creased production  requires  a  continually  extending  area ; 
between  raw  materials,  that  is  to  say,  and  manufactured 
commodities.  The  production  of  the  former  cannot  be 
increased,  beyond  a  very  limited  extent,  without  increasing 
the  differential  element  of  rent.  The  class  of  commodities 
into  which  rent  enters  as  a  positive  element  of  cost,  is,  I 
apprehend,    much   larger    than   Ricardo    imagines.      I    ap- 
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prebend  that  a  fair  examination  of  mining  industry  would 
show  that  the  rule  was  by  no  means  general  that  the 
price  was  determined  by  the  cost  of  labour  at  the  least 
productive  mines.  Mining  industry  is  subject  to  scarcity 
of  labour,  and  I  believe  accurate  statistics  would  show 
that  when  the  supply  of  labour  falls  short  of  the  demand 
the  enhanced  cost  does  not  go  all  to  the  labourers,  but 
that  all  the  mines  able  to  work  are  capable  of  bearing  a 
rent.  Another  series  of  circumstances  that  affect  cost  of 
production,  in  a  way  that  demands  the  serious  attention 
of  the  economist,  though  below  the  sublime  generaliza- 
tions of  Ricardo,  is  the  fluctuations  of  seasons.  A  bad 
harvest  has  the  same  effect  on  the  price  of  com  as 
scarcity  of  labour  has  on  the  produce  of  mines,  and 
among  its  effects  may  be  to  put  money  in  the  pocket  of 
the  owner  of  the  land  last  cultivated. 

Another  fault  of  the  method  of  elimination  is  that  it 
directs  attention  to  the  least  important,  and  away  from 
the  most  important  facts.  It  is  not  the  only  object  of 
looking  at  cost  of  production  to  know  how  one  producer 
stands  in  relation  to  another.  It  is  also  very  important 
to  know  where  the  various  elements  of  the  cost  of  pro- 
duction go,  and  how  they  affect  the  community.  In  this 
point  of  view  the  elimination  of  rent  is  simply  the  abstrac- 
tion of  one  of  the  most  important  facts  with  which 
economists  have  to  deal.  What  in  an  advanced  community 
is  the  amount  of  the  produce  of  any  kind  which  pays  no 
rent  to  that  which  does  ?  Moreover,  Ricardo  is  in  error 
in  supposing  that  it  is  this  fraction  that  determines  the 
price  of  the  whole  production.  Chalmers  has  well  pointed 
out  that  it  is  the  scarcity  of  more  productive,  and  not 
the  existence  of  less  productive  agents  that  gives  rise  to 
the  rent  What  gives  rise  to  the  appearance  that  the 
latter  is  the  determining  circumstance,  is  simply  the 
natural  fact  that  the  gradation  of  value  in  properties  is 
commonly  so  close,  that  competition  brings  into  immediate 
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operation  the  range  directly  below  the  rent-producing  level. 
But  let  us  suppose  that  after  a  particular  class  of  mines 
actually  in  operation,  no  others  could  be  reached  without  a 
considerable  enhancement  of  cost.  If  the  existing  mines  so 
nearly  met  the  demand  that  the  supply  by  a  little  pinching 
might  be  made  to  suffice,  the  new  mines  would  not  be 
opened ;  yet  the  scarcity  of  the  supply  would  increase  the 
price  and  all  the  mines  would  pay  rent,  though  not  suf- 
ficiently to  make  the  new  ones  productive.  On  the  other 
handy  if  a  single  rich  mine  were  added,  it  would  at  once 
lower  the  price,  and  sweep  out  of  existence  several  of  the 
poorer  ones.  MacCulloch,  a  follower  of  Ricardo,  has  snubbed 
Adam  Smith  for  saying  that  the  richest  mine  determined  the 
price,  he  saying  it  is  the  poorest :  whereas,  to  entitle  him  to 
correct,  he  should  have  said,  it  is  the  richest  and  poorest 
combined,  together  with  the  intermediate  ones ;  and  as 
each  affects  the  price  in  the  exact  ratio  of  its  productive- 
ness, it  is  evident  that  Adam  Smith  is  more  nearly  right 
than  his  critic. 

If  we  make  a  similar  supposition  in  regard  to  a  country 
which  does  not  import  corn,  and  in  which  the  skill  of 
cultivation  has  a  definite  limit,  that  all  its  cultivable  land 
down  to  a  certain  quality  is  occupied,  and  that  there  is 
no  other  that  can  be  cultivated  without  a  great  addition 
of  labour,  it  will  be  seen  that  if  the  produce  is  sufficient 
for  the  country,  population  will  increase  and  press  upon 
it ;  but  it  will  not  easily  increase  the  demand  up  to  the 
limit  of  the  next  cultivation.  Much  scarcity  will  first  be 
borne,  which  will  make  all  the  land  rent-producing. 

But  worse  has  yet  to  be  said  of  the  theory  of  elimina- 
tion. By  the  exclusion  of  rent,  value  or  cost  of  production 
is  reduced  to  the  elements  of  capital  and  labour,  or  profit 
and  wages.  On  what  principle  is  profit  included  ?  If 
profits  •  were  equal,  as  Ricardo  makes  them,  this  might 
afford  a  reason,  on  the  principle  of  elimination,  for  inclu- 
ding profits  and  excluding  rent 
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Ricardo  always  makes  the  value  of  commodities  depend 
upon  their  exchange  among  each  other ;  and  if  profits 
were  equal  they  would  not  affect  the  exchange  of  com- 
modities among  each  other,  except  through  the  number  of 
profits  that  enter  into  each.  But  commodities  exchange 
also  for  things  which  are  not  commodities,  as  for  services, 
and  in  this  case  profit  forms  a  positive .  element'  of  cost. 
Except,  then,  when  commodities  with  equal  numbers  of 
profits  are  exchanged  against  each  other,  profit  is  always, 
on  Ricardo's  principle  of  equality  of  profits,  a  positive 
element  of  cost.  But  it  so  happens  that  there  is  the  very 
same  reason  for  excluding  profit  from  the  cost  of  produc- 
tion as  for  excluding  rent  The  equality  of  profits  is  a 
mere  illusion  of  Ricardo's,  and  of  the  theoretical  school  of 
economists  to  which  he  belongs. 

There  is  a  very  complete  analogy  between  rent  and 
profit  In  their  origin  they  are  one,  and  in  separating 
they  do  not  change  their  natures. 

The  equality  of  profits  is  a  mere  abstract  or  theoretical 
generalization  founded  upon  a  tendency.  Now,  to  Ricardo 
and  other  orthodox  economists,  a  dominant,  or  an  ap- 
parently prevalent  tendency,  is  always  an  accomplished  fact. 
So  much  is  this  the  case,  that  when  a  general  tendency 
is  discovered  on  the  surface  of  the  movements  of  industry, 
these  theorists  are  so  confident  in  founding  on  it,  that 
they  are  careless  and  slovenly  in  observing  and  recording 
the  true  relations  even  of  the  facts  on  which  they  rely : 
otherwise,  they  could  not  be  so  much  deceived  as  they  are. 

Upon  what  facts  does  the  tendency  of  profits  to  equality 
rest ;  and  to  what  profits  do  these  facts  point  ?  These  are 
matters  on  which  we  are  entitled  to  expect  some  informa- 
tion ;  but  in  regard  to  the  latter  at  least,  I  do  not  know  the 
text-book  of  Political  Economy  in  which  it  is  to  be  found. 
Profits  tend  to  equality  in  this  way,  that  when  the  profits  of 
any  particular  trade  are  unusually  high,  capital  will  flow 
into   it  and  reduce    them.      This,   I    apprehend,   is    about 
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the  sum  of  the  information  which  political  economists 
usually  afford  us ;  and  it  might  be  valuable  to  an  office- 
boy  in  the  first  year  of  his  apprenticeship ;  but,  neverthe- 
less, it  does  not  exhaust  the  circumstances  of  the  case. 
Economists  do  not  even  tell  us,  though  this  is  a  very 
important  circumstance,  where  the  capital  that  affects  the 
revolution-  comes  from.  To  judge  from  their  statements, 
and  their  reasoning  on  capital  generally,  we  might  sup- 
pose that  it  directly  left  the  less  successful  industries  to 
come  to  the  more  successful.  Now  this  is  not  the  case. 
We  have  already  seen  that  even  an  industry  that  is 
positively  unsuccessful  can  borrow  capital  to  make  up  for 
that  which  it  has  lost  The  fresh  capital  comes  from  the 
superfluity  of  accumulation.  Another  thing  of  which 
economists  fail  to  inform  us,  or  which,  at  all  events,  they 
fail  to  treat  of  with  an  adequate  sense  of  its  importance, 
is  what  the  new  capital  does.  It  does  not  reduce  the 
industry  to  which  it  is  applied  to  an  average  condition 
in  respect  to  profit,  but  it  sends  it  much  below  it ;  and 
when  this  operation  has  been  performed  for  one  industry, 
it  has  to  be  begun  for  another.  These  circumstances,  as 
already  detailed  in  the  chapters  on  Competition,  form  a 
tolerable  account  of  how  profits  are  adjusted  between 
different  trades ;  but  there  is  another  question  of  not  less 
importance  in  itself,  and  of  much  more  importance  to  the 
present  inquiry.  How  are  profits  adjusted  in  the  same 
trade  ?     Is  the  prevailing  tendency  there  to  equality  ? 

In  considering  this  question,  it  has  first  to  be  observed  that 
competition  has  the  same  tendency  to  equalize  profits  in  one 
trade  as  in  several ;  but  whereas  it  is  easy  by  the  mere  influx 
of  capital  to  bring  the  profits  of  any  trade  from  above  to 
below  the  normal  level,  competition  has  no  similar  means  of 
controlling  the  profits  of  different  producers  in  the  same 
trade.  It  can  equalize  values  or  market  prices,  but  it  cannot 
equalize  the  cost  of  production.  Even  its  equalizatoin  of 
values  is  only  approximate.    There  are  certain  things,  inde- 
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pendently  of  intrinsic  value,  which  affect  prices,  and  over 
which  competition  has  no  immediate  control  There  are, 
for  example,  reputation,  and  the  knowledge  of  markets  con- 
ferred by  experience.  In  cost  of  production  there  are  g^eat 
differences  between  different  producers.  One  is  enterprising-, 
another  is  cautious  ;  one  uses  capital  actively,  another  uses  it 
sluggishly ;  one  borrows  his  capital,  another  owns  it ;  one  is  keen 
in  his  estimates,  another  is  liberal  or  extravagant ;  one  knows 
what  he  is  doing,  another  does  not  Although  these  differences 
may  seem  arbitrary,  and  some  of  them  may  cross  each  other, 
they  also  have  a  tendency,  and  gravitate  in  a  particular  direc- 
tion. The  advantages  of  established  producers  are  great. 
In  reputation,  in  resources,  in  experience,  in  command  of 
skilled  labour,  they  commonly  excel  new  comers-  Yet  these 
advantages  have  their  limit  A  long  period  of  success  usually 
diminishes  energy  and  enterprise.  Accordingly  the  middle 
age  of  a  mercantile  enterprise,  between  the  redundant  energy 
of  juvenility  and  the  feebleness  of  age,  is  commonly  the  period 
of  greatest  strength  and  of  most  solid  achievement.  As  with 
particular  producers,  so  it  is  with  producing  localities.  They 
also  acquire  reputation,  strength  and  experience;  and  they 
also  rely  on  their  advantages  and  lose  them.  When  new 
comers,  whether  individuals  or  localities,  assail  the  advantages 
of  established  producers,  whether  at  a  period  of  unusual  pros- 
perity or  otherwise,  they  always  do  so  at  a  disadvantage  ;  and 
as  competition  determines  that  there  shall  be  a  continual 
series  of  such  assaults,  there  is  established  a  regular  ascend- 
ing gradation  of  advantages  up  to  the  highest  point  of  attain- 
ment, together  with  a  corresponding  descending  series  from 
the  beginning  of  decline  down  to  the  point  of  extinction. 
And  this  gradation  of  advantages  is  attended  with  a  similar 
gradation  of  profits.  Could  anything  bear  a  closer  resem- 
blance to  the  improvement  and  exhaustion  of  soils  ? 

One  thing  that  has  tended  to  obscure  the  analogy  between 
rent  and  profit  is  a  signal  error  which  Dr.  Chalmers  in  his 
zeal  to  defend  the  cause  of  landlords  has  committed.     He 
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lays  it  down  again  and  again,  repeating  it  in  his  synopsis, 
that  landlords  are  entirely  passive  in  the  matter  of  rent,  and 
that  it  is  due  solely  to  the  competition  of  capitalists  and 
labourers.  Now  the  error  lies  not  in  the  representation  of 
the  activity  of  these  parties  in  the  promotion  of  rent,  but  in 
that  of  the  passivity  of  the  landowners. 

Why  in  fact  is  land  cultivated  without  a  rent  ?    The  land 
so  cultivated  is  not  without  owners ;  nor,  although  not  rent- 
producing,  is  it  without  value.      Remunerative  cultivation  is 
not  the  only  purpose  for  which  land  is  desired,  and  the  mere 
lust  of  possession  would  prevent  the  owner  of  a  barren  rock 
from  giving  it  up  without  compensation.     But  cultivation  is 
the  means  of  improving  land,  and  it  is  cultivated  without 
present  rent  in  the  expectation  of  future  rent.     The  competi- 
tion of  landowners  for  rent  is  accordingly  the  active  agent 
in  bringing  it  into  cultivation.     And  it  is  not  the  fact  that 
this  competition  stops  at  the  point  at  which  land  ceases  to  be 
productive  of  rent,  and  that  maintenance  for  labourers  and 
a  profit  to  the  cultivator  are  essential  conditions  of  its  cultiva- 
tion.    The  desire  of  rent  is  aggressive,  and  carries  cultivation 
below  the  point  at  which  land  ceases  to  be  productive  of  rent, 
or  profit,  or  even  of  maintenance  to  labourers.     In  this  respect 
the  landowner  exactly  resembles  the  capitalist.     It  is  a  pleas- 
ing fiction  of  economists  that  production  will  not  be  carried 
on  without  a  profit.     We  have  already  seen  that  the  invest- 
ment of  capital  creates  a  vested  interest  in  production,  which 
causes  it  to  be  long  carried  on  without  profit,  and  in  assailing 
the  position  of  established  producers,  it  is  often  necessary  for 
the  new  adventurer  to  sacrifice  the  hope  of  immediate  profit 
These  circumstances  are   by  the  conditions  of  competitive 
industry  rendered  of  normal  occurrence,  and  production  with- 
out profit,  or  with  a  negative  profit,  is  as  much  a  normal  con- 
dition of  competitive  industry  as  cultivation  without  rent,  or 
with  a  negative  rent.     It  thus  appears  that  there  is  no  reason 
for  excluding  rent  from  among  the  elements  of  production 
that  does  not  equally  apply  to  profit.    When  a  generalization 
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which  is  open  to  so  many  formal  objections,  is  also  shown  to 
be  unsound  in  principle,  it  must  be  admitted  that  it  is  a 
blunder,  the  general  acceptance  of  which  shows  a  very  un- 
satisfactory state  of  things  as  prevailing  in  the  treatment  of 
economy,  and  affords  evidence  how  far  the  most  acute 
observers  may  be  led  astray  by  the  adoption  of  false 
methods.  The  outside  limit  of  cultivation  is  not,  as  assumed 
by  political  economists,  the  mere  cessation  of  rent ;  and  the 
outside  limit  of  production  is  not  the  reduction  of  profit 
below  an  established  average  ;  but  the  outside  limit  of  culti* 
vation,  and  of  production,  the  limit  of  unprivileged  cultivation 
and  production,  especially  under  a  free  state  of  competition, 
is  below  the  level  of  remuneration  for  outlay.  It  is  the 
strength  of  competition  that  determines  the  limit  both  of 
cultivation  and  production,  and  the  real  value  of  the  pro- 
ducts of  the  least  favoured  production,  is  not  found  by  the 
exclusion  of  rent  and  the  assumption  of  an  average  profit, 
but  by  the  assumption  of  a  negative  condition  both  of  rent 
and  profit. 

The  objections  to  the  received  theory  of  rent,  the  theory  of 
elimination,  will  be  further  developed  in  subsequent  chapters. 


BOOK     I  v.— C  H  A  P  T  E  R     II. 

ON   THE  CONSTITUENTS   OF  PRODUCTION. 

*  I  ^HE  original  elements  of  production  are  labour  and 
^  natural  agents,  or  natural  products ;  and  as  these  are 
the  original,  so  they  continue  to  be  the  only  indispensable 
elements.  Capital  in  the  form  of  produced  commodities  is  a 
creation  of  industry,  and  exercises  over  it  only  such  restrictive 
power  as  it  derives  from  the  limitation  of  natural  agents. 
Capitalists  are  a  creation  of  the  growth  of  wealth,  particularly, 
in  the  first  instance,  in  the  hands  of  owners  of  natural 
agents ;  and  as  the  wealth  of  capitalists  consists  entirely  of 
things  derived  from  these  agents,  their  permanent  position  is 
that  of  middlemen,  or  mediators  between  labourers  and  the 
holders  of  natural  agents.  If  any  of  the  actual  elements  of 
production  should  be  excluded,  then,  it  should  be  the 
secondary  element  of  capital,  not  the  primary  one  of  natural 
agents. 

That  which  has  led  to  the  exclusion  of  natural  agents  is 
the  assumption  that  with  the  advancing  organization  of  in- 
dustry capital  acquires  an  absolute  control  over  it.  This 
assumption  is  favoured  by  many  surface  appearances  in  the 
movements  of  industry,  and  is  supported  by  many  fictions  of 
economists  ;  but  we  have  seen  that  it  is  without  foundation. 
The  power  of  capital  is  involuntary  and  mechanical :  it  is  a 
blind  force  moving  only  where  it  is  driven  ;  and  it  is  by  the 
original  conditions  of  industry,  labour  and  natural  agents, 
that  its  limits  are  assigned  and  its  movements  conditioned. 

It  has  been  one  of  the  great  errors  of  economists  to  seize 
upon  the  surface  tendencies  of  industrial  affairs,  and  to  assume 
these  tendencies  to  be  the  only  movements  of  industry  of 
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sufficient  regularity  to  be  reducible  to  law ;  and  the  forces 
immediately  producing  them  to  be  the  governing  forces  of 
industry.  In  doing  so  they  overlook  the  fact  that  the  under- 
currents of  industry  are  often  of  as  great  importance  as  the 
upper,  and  that  thus  the  forces  they  recognize  are  controlled 
by  others  which  they  ignore  or  neglect  Dr.  Chalmers  has  lent 
himself  to  this  error  in  accepting  the  fiction  of  the  passivity 
of  landlords  in  the  creation  of  rent ;  and  the  error  on  his 
part  was  the  more  gratuitous  that  he  holds  in  other  respects 
extreme  views  on  the  power  of  landlords. 

The  method  of  elimination  is  not,  however,  a  method 
proper  to  the  study  of  economy.  What  we  want  to  know  in 
regard  to  the  elements  of  production  is  not  merely  what 
elements  are  indispensable  to  it,  but  what  elements  are  actually 
there,  how  the  various  classes  of  contributors  grow  in  the 
course  of  the  development  of  industry,  and  what  is  the  service 
rendered  and  the  reward  secured  by  each.  Before  proceeding 
to  discuss  these  matters  in  detail,  we  may  take  a  preliminary 
general  view  of  the  whole  subject  of  this  section  of  our 
investigations. 

As  the  natural  limits  of  production  are  the  supply  of  labour 
and  the  command  of  natural  resources,  so  these,  if  understood 
in  a  comprehensive  sense,  are  in  all  circumstances  its  actual 
limits.  Each  of  these  limits  is  severally  complex  in  its  own 
nature.  The  laws  of  their  operation  are  therefore  also  com- 
plex ;  so  that  their  action,  though  constant,  is  rarely  obvious. 
But  another  circumstance  has  still  further  tended  to  obscure  the 
real  activity  with  which  they  maintain  the  control  of  industry. 
Production  is  subject  to  numerous  accidents  and  contingencies 
by  which  it  is  temporarily  interrupted,  or  permanently  limited. 
Temporary  interruptions  may  result  -from  the  sundering  of 
labour  and  acquired  capital ;  but  it  is  only  by  keeping  apart 
labour  and  natural  agents,  or  by  depriving  the  former  of  its 
natural  incentives  to  action,  that  any  artificial  limit  to  industry 
can  be  made  permanent ;  and  the  measure  of  the  development 
of  such  restricted  industries  is  exactly  the  degree  of  freedom 
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allowed  to  industry,  and  the  extent  to  which  it  is  permitted 
to  have  access  to  natural  resources. 

The  labour  limit  is  of  a  much  more  complex  nature 
than  is  usually  admitted  in  the  generalizations  of  economy,  in 
which  it  is  too  readily  assumed  that  the  destiny  of  a  labourer 
unprovided  with  means  is  merely  to  work  for  subsistence,  so 
that  the  limit  of  available  labour  is  measured  merely  by  the 
number  of  labourers.  Chalmers  has  also  lent  countenance  to 
this  principle,  though  it  is  far  from  being  favourable  to  his 
views.*  It  is  this  theory  that  causes  so  much  irritation 
with  the  proceedings  of  trades  unions,  which  tend  to  baffle  it, 
and  upset  the  calculations  founded  on  it.  As  this  subject 
-will  be  fully  discussed  in  the  second  part,  further  details 
on  it  need  not  be  given  here.  It  will  suffice  at  present 
to  state  the  general  rule,  that  as  the  increase  of  produc- 
tion .  naturally  tends  to  increase  the  supply  of  labour, 
the  supply  of  labour  can  never  be  a  permanent  limit  to 
production.  There  remains,  then,  as  the  closing  of  the  account 
the  final  limit  of  natural  agents. 

A  few  general  observations  will  further  contribute  to 
give  a  definite  idea  of  the  complexity  of  both  of  these 
natural  limits.  In  the  progress  of  industry  a  very  im- 
portant differential  element  in  regard  to  the  supply  of 
labour  arises  in  the  form  of  skill,  which  demands 
preparation,  breaks  the  continuity  of  industry,  and  increases 
the  necessity  for  accumulated  capital.  The  provision  of 
adequate  industrial  skill  passes  beyond  the  range  of 
the  self-sustaining  organization  of  industry,  and  is  one  of 
the  things  which  link  that  organization  with  higher  inter- 
ests. The  mechanical  operation  of  capital  will  only  provide 
for  the  skill  of  which  the  value  is  already  recognized, 
and  that  only  to  the  extent  determined  by  the  exigencies 
of  competition,  a  power  which  can  never  be  relied  upon 
to  take  very  far  reaching  or  enlightened  views.  It  is 
true  that  the  love  of  gain  often  stimulates  to  invention ;  but 

•  See  Note,  Part  II.,  Book  III.,  chap.  2. 
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all  experience  shows  that  this  is  a  very  uncertain  road  to 
gain,  and  those  who  take  it  are  systematically  frowned  upon 
by  the  rulers  in  the  realm  of  capital.  A  far  more  effectual 
stimulus,  accordingly,  is  the  love  of  fame,  over  which  they 
have  no  control.  Yet  the  solemnity  with  which  the  slaves  of 
genius  who  guide  the  operations  of  capital  claim  the  whole 
triumphs  of  invention  as  a  tribute  to  their  sway,  has  imposed 
on  our  economists,  who  fully  admit  their  clahit 

The  limits  imposed  by  natural  agents  may  be  either  general 
or  special.  Each  kind  of  production  is  limited  by  the  supply 
of  the  raw  material  necessary  for  it,  and  production  generally 
is  limited  by  the  supply  of  the  necessaries  of  labourers. 

The  supply  of  natural  resources  of  all  kinds  is  beyond  any 
known  demand.  Even  the  objects  rarest  in  nature,  and  which 
bear  the  highest  scarcity  prices,  are  continually  liable  to  have 
their  value  lowered  by  the  discovery  of  fresh  supplies.  And  of 
all  those  commodities  that  are  indispensable  to  life  and  com- 
fort, the  raw  material  is  supplied  in  nature  with  an  abundance 
which  surpasses  our  powers  of  definite  estimation.  If,  there- 
fore, the  whole  measure  of  the  supply  were  at  once  available, 
there  would  practically,  until  an  enormous  increase  of  popula- 
tion had  taken  place,  be  no  limit  to  production  from  natural 
resources. 

This,  however,  is  not  the  case.  The  first  and  great  limita- 
tion, is  imposed  by  the  extended  area  of  external  nature. 
Whatever  may  be  the  views  of  philosophers  as  to  the  nature 
of  space,  it  is  practically  certain  that  the  resources  of  pro- 
duction are  diffused  over  the  whole  world,  and  are  only 
available  for  those  who  go  to  them.  If  this  is  a  subjective 
notion,  it  is  a  notion  which  not  infrequently  leads  to  star- 
vation. Those  resources  which  are  indispensable  to  the  sus- 
tenance of  life,  are  everywhere,  but  not  equal  in  abundance. 
Some  regions  of  very  considerable  extent  are  so  abundantly 
provided  with  the  means  of  subsistence,  that  no  definite  esti- 
mate can  be  formed  of  the  limit  of  their  fertility.  Other  regions, 
also  of  very  considerable  extent,  are  very   barely  provided 
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with  the  means  of  subsistence.  Those  resources  which  are 
not  indispensable  to  subsistence,  but  which  civilized  habits  of 
expenditure  render  indispensable,  whether  as  comforts  or 
luxuries,  to  some  part  at  least  of  every  community,  are  diffused 
in  a  somewhat  different  manner.  Their  diffusion  is  not  uni- 
versal, and  though  the  regions  where  the  more  common  of  them 
may  be  produced  are  very  extensive,  there  are  still  very  large 
regions  destitute  of  the  means  of  producing  them.  Further, 
while  no  country  is  altogether  destitute  of  the  means  of 
producing  luxuries,  some  countries  are  in  this,  as  in  the 
production  of  necessaries,  much  richer  than  others,  and 
there  is  no  countiry  in  which  all  luxuries  are  produced. 

There  is  thus  assigned  to  each  community  by  nature,  a 
distinct  industrial  position,  and  the  lines  which  nature 
draws  can  never  be  altogether  passed  or  obliterated.  This 
is  a  condemnation  by  nature  herself,  of  the  theory,  of  those 
who  would  assign  the  control  of  industry  wholly  or  chiefly 
to  capital.  The  very  accumulations  on  whose  omnipotence 
they  trust,  are  predestined  results  of  the  natural  forces 
which  have  already  assigned  them  their  limits.  The  lines 
of  nature,  however,  are  not  absolute.  They  serve  to 
supply  principles  of  action,  founded  on  general  laws ;  but 
these  principles  can  always  be  transgressed  to  some  extent 
at  the  risk  of  the  transgressors. 

The  distribution  of  population  is  to  a  considerable  extent 
determined  by  the  fertility,  or  natural  resources,  of  the 
r^ion  populated.  This  might  be  called  the  fundamental 
law  of  population.  There  are  however  circumstances  and 
conditions  by  which  the  operation  of  this  law  is  materially 
modified.  Although  it  does  not  affect  the  operation  of  the 
law,  it  is  a  material  circumstance  that  the  original  distri- 
bution of  population  has  not  been  effected  by  selection, 
much  less  by  a  selection  founded  on  exact  knowledge  ;  but, 
as  we  may  say,  by  chance.  Another  circumstance,  or 
rather  condition,  of  a  more  permanent  kind,  consists  in  a 
sort  of   principle    of   compensation,  established   by  nature 
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herself,  and  which,  though  it  directly  affects  labour,  is  a 
limit  imposed  upon  labour  by  natural  forces.  It  is,  that 
where  the  natural  means  of  production  require  the  greatest 
exertions  to  render  them  available,  the  natural  conditions 
of  life  supply  the  greatest  fund  of  energy.  This  compen- 
sating principle  produces  many  real  as  well  as  apparent 
anomalies  of  production.  The  apparent  anomalies  stand  in 
no  need  of  explanation ;  the  real  anomalies  spring  partly 
from  the  start  which  the  greater  energy  of  the  dominant 
races  has  given  them  in  the  organization  of  industry,  partly 
from  the  errors  which  their  over-confidence  in  their  inherent 
resources  has  led  them  to  commit  Until  industry  attains 
considerable  organization,  however,  population  proceeds 
pretty  much  on  the  lines  established  by  facility  of  pro- 
duction ;  but  as  the  organization  of  industry  proceeds,  these 
lines  are  left  more  and  more  behind  by  the  leading  organ- 
izers, and  a  strong  tendency  is  ultimately  developed  in  the 
dominant  industrial  communities  to  defy  them  altogether. 

The  habits  of  human  nature  also  exercise  a  powerful 
influence  on  the  growth  of  population.  Man  is  undoubtedly 
a  migratory  animal  ;  but  his  migratory  instinct  is  counter- 
acted by  a  strong  instinct  of  gregariousness,  and  perhaps 
also  by  attachment  to  locality.  It  is  probably  due  to  these 
counteractive  influences,  together  with  wars  and  national 
jealousies,  and  to  the  fact  that  a  large  part  of  its  surface 
has  only  been  recently  discovered,  that  the  whole  earth 
has  not  already  been  peopled  up  to  the  full  limit  of  its  known 
resources.  Migration  in  a  settled  community  is  always 
the  result  of  pressure ;  and  when  a  community  has  acquired 
established  habits  and  institutions,  it  will  not  only  content 
itself  with  a  slower  expansion,  but  will  suffer  its  growth  to 
be  checked  by  the  severest  forms  of  privation  and  disease, 
before  it  will  disperse  in  search  of  wider  quarters. 

There  is  no  settled  community  of  which  the  growth  in 
numbers  is  not  limited  by  the  actual  development  of  its 
industrial  resources  ;  but  in  all  such  communities  there  are 
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numerous  restrictrions  to  production.  These  will  subse- 
quently be  noticed  more  in  detail,  and  need  not  detain  us 
here.  The  artificial  restrictions  necessarily  diminish  the 
numbers  of  the  community,  and  by  giving  a  predominating 
influence  to  the  political  interests  of  the  privileged  classes, 
they  tend  to  restrict  the  organization  of  industry,  and  to 
diminish  the  material  comforts  of  the  community  generally. 
As  this  chapter  will  be  occupied  with  the  examination  of 
the  constituents  of  value,  or  cost  of  production,  it  may  be 
desirable  to  premise  some  explanations  regarding  these 
terms.  Value  as  already  noticed,  has  at  least  three  mean- 
ings, all  of  which  are  important  to  the  economist ;  and  in 
all  of  which  economists  habitually  use  the  term,  whether 
they  acknowledge  it  or  not. 

It  is  not  an  accidental  circumstance  that  these  meanings 
should    be    expressed    by    a  single  word,  as  they  are  all 
modifications  of  a  single  fundamental  idea.     Intrinsic  value, 
including  in  the  term  what  is  desirable  as  well  as  what  is 
useful,  in  the  common  sense  of  the  word,  aesthetical  as  >yell 
as  economical  qualities,  is  the  basis  of  all  the  meanings  of 
the  term  value.     Cost  of  production,  it  may  be  observed,  is 
not  always  called  value.     It  is  commonly  when  it  is  compared 
with   other  values   that   this   mode   of    expression   is   used. 
The  term  cost,  itself,  is  used  in  contrast  to  value,  as  when 
It  is   said  that  a  thing  has  cost  more  than  it  is  worth.     It 
represents  a  particular  value,  whether  in  a  past  or  prospec- 
tive transaction ;  and  it  is  opposed  to  general  value.      Cost 
of  production  is  a  cost  not  created  by  purchase,  but  by  the 
expenditure  of  time  and   means,  or  labour  and  capital,  in 
producing  a  commodity.      There  are  certain  characteristics 
of  cost  of  production,  which  it  is  important  to  notice.     Cost 
of  production  is  the  cost  of  a  commodity  to  the  producer, 
that  which   he  lays   out   in   producing   it,   and   accordingly 
the  equivalent  of  that  which  a  purchaser  lays  out  in  pur- 
chasing.     There   can,  accordingly,  be   a  cost  of  production 
only  to  a  producer.     This  is  the  first  distinction  between  it 
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and  exchange  value.  We  may  establish  a  tendency  of 
exchange  value  to  approximate  to  cost  of  production ;  but 
so  far  from  rendering  them  identical,  this  only  requires 
them  to  be  the  more  carefully  distinguished,  as  this  tendency 
to  approximation  is  certainly  not  the  only  influence  to 
which  they  are  subject,  nor  is  its  prevalence  over  other  ten- 
dencies such  as  uniformly  to  control  their  operation.  It 
is  at  most  a  reciprocal  prevalence,  or  rather  tendency  to 
prevail ;  for  it  never  actually  reaches  the  end  of  identi- 
fying cost  of  production  with  exchange  value,  but  is  always 
overborne  by  the  other  forces  with  which  it  is  in  contest. 
Cost  of  production,  it  is  further  to  be  observed,  is  always 
an  estimated,  and  never  an  ascertained  sum,  or  aggregate 
of  value.  No  producer  can  tell  what  any  particular  com- 
modity has  cost  him.  The  exact  proportions  of  an 
aggregate  of  labour  and  material  that  have  entered  into  its 
production  can  never  be  ascertained ;  much  less  the  exact 
proportions  of  rent  and  of  interest  on  permanent  capital 
chargeable  against  it  Nevertheless  cost  of  production  is 
always  a  fixed  sum.  The  exchange  value  of  a  commodity 
is  liable  to  change,  and  the  exchange  value  of  a  particular 
commodity  fluctuates  as  long  as  it  continues  to  be  ex- 
changed ;  but  a  particular  commodity  has  only  one  cost  of 
production,  and  when  once  it  has  been  produced  this  cost 
is  fixed  for  ever.  Besides  contingent  circumstances,  ac- 
cordingly, there  are  two  costs  of  production,  or  rather  two 
classes  of  cost,  by  which  exchange  value  is  affected.  There 
is  a  past  cost  of  production  as  affecting  stocks,  and  a  pro- 
spective cost  of  production  as  affecting  prospective  supplies. 
To  writers  like  Ricardo,  the  latter  alone  is  of  any  import- 
ance in  the  determination  of  value  ;  but  as  there  is  always 
a  past  cost  of  production  operating  upon  value,  and  as  the 
relations  of  past  and  prospective  cost  are  very  different  at 
different  times,  and  in  relation  to  different  articles,  the  one 
has  as  much  need  to  be  taken  into  account  as  the  other. 
Besides  cost  of  production,  with  the  addition  of  the  charges 
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of  exchange  itself,  the  principal  contingencies  which  affect 
exchange  value  are  over-  and  under-production ;  that  is 
the  fluctuations  of  production  relatively  to  demand.  The 
fluctuations  of  production  are  determined  primarily  by 
the  two  elements,  or  fundamental  conditions,  of  cost  and 
demand  ;  but  as  already  noticed  in  the  chapters  on  Com- 
petition, they  are  affected  by  many  other  contingencies, 
which  as  they  result  partly  from  ignorance,  partly  from 
over-adventure,  may  be  comprehended  under  the  term 
speculative  production.  These  contingencies,  though  they 
are  continually  being  eliminated,  are  by  the  persistence  of 
their  proper  causes,  as  continually  being  reproduced. 

Exchange  value  is  always  variable,  but  instead  of  its  being 
the  case  that  there  is  no  standard  of  exchange  value,  it  would 
be  more  correct  to  say  that  there  are  as  many  standards  as 
there  are  exchangeable  commodities.      Any  commodity,  in 
fact,  affords  an  accurate  measure  of  the  fluctuations  of  ex- 
change, considered  in  themselves ;  but  as  we  never  want  to 
know  merely  what  these  fluctuations  are,  but  how  they  are 
produced,  the  difficulty  of  using  any  commodity  as  a  standard 
is,  that  we  are  thereby  prevented  from  knowing  when  the 
cause  of  fluctuation  is  in  itself.    Adam  Smith  and  Ricardo 
have  with  different  aims  proposed  different  standards,  and 
Ricardo  ought  not  to  have  attacked  Smith  for  doing  what 
he  has  done  himself;  but  no  single  standard  can  be  satis- 
factory as  a  means  of  ascertaining  the  causes  of  variations. 
For  a  similar  purpose  a  scientific  corps  would  take  observa- 
tions with  a  variety  of  standards  specially  selected  ;  but  the 
facts  of  economy  are  always  difficult,  if  not  impossible,  to 
ascertain,  owing  to  the  absence  or  uncertainty  of  statistics. 
It  is  a  serious  defect  in  Ricardo's  theory  of  exchange,  that  he 
always  compares  commodities  produced  by  industry  among 
themselves.    No  proper  deductions  can  be  made  regarding 
the  fluctuations  of  exchange  without  taking  into  account  the 
whole  range  of  exchangeable  commodities.    These  include 
natural  agents  and  labour,  as  well  as  produced  commodities. 
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Ricardo's  generalization  that  commodities  exchange  in  the 
ratio  of  the  quantity  of  labour  they  contain,  is  rendered  absurd 
by  its  inapplicability  to  these,  together  with  Ricardo's  refusal 
to  admit  any  other  standard,  as  the  standard  proposed  by 
Adam  Smith  for  labour,  of  the  quantity  of  commodities  for 
which  it  will  exchange.     Labour  is  in  itself,  as  maintained  by 
Adam  Smith,  evidently  an  indispensable  standard  of  value. 
It  may  be  used  either  in  the  way  suggested  by  Smith,  or 
in  that  suggested  by  Ricardo.*      Rtcardo,  however,  uses  the 
quantity  of  labour  contained  in  a  commodity  inconsistently 
as  a  standard.     It  is  not  the  quantity  of  labour  contained  in 
commodities,  but  the  quantity  about  to  be  contained  in  their 
reproduction,  that   forms   the   standard   of  Ricardo.      That 
which  makes  labour  invaluable  as  a  standard  of  value,  is  that 
the  intrinsic  value  of  labour  in  the  most  important  respects  is 
always  equal.     Labour  may  be  more  productive  at  one  time 
than  at  another ;  and  the  labour  of  one  man  may  be  more 
valuable  in  many  ways  than  that  of  another.    But  the  mere 
time  of  a  man,  that  is  of  the  least  skilled  labourer,  is  a  definite 
quantity  of  a  commodity  the  most  valuable  in  itself,  and  that 
from  which  all  other  values  are  drawn  ;  it  is  also  the  raw 
material  from  which  the  most  valuable  kinds  of  human  labour 
are  produced.     The  current  measure  of  exchange  value  of  a 
man's  labour,  however,  cannot   be  anything  else  than  the 
quantity  of  commodities  it  will  purchase.     It  is  not  so  easy 
to  justify  the  standard  of  Ricardo.     It  is  not  true  that  com- 
modities exchange  in  the  ratio  of  the  labour  contained  in 
them.     It  is  not  true  in  the  first  place  of  commodities  of  the 
same  kind.    Two  bushels  of  com,  as  already  observed,  con- 
tain very  different  quantities  of  labour,  and  yet  their  exchange 
value   is  equal,  or  nearly  so.      Secondly,  it  is  not  true  of 
different  commodities.      The   number  of  processes   through 
which  commodities  pass  in  the  course  of  their  production  is 
very  different,  and  with  the  number  of  processes  the  proportion 
to  price  of  privilege  (rent  and  profit)  varies.     If  we  eliminate 

*  And  also  by  Smith. 
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rent,  and  assume  that  profit  represents  merely  past  labour,  we 
might  seem  to  approach  this  conclusion ;  but  if  we  assume 
that  all  indirect  processes  consist  of  labour  only,  as  is  usually 
done  by  economists,  why  do  we  separate  profit  from  labour 
in  the  final  process  ?     If  there  is  any  good  reason  for  separ- 
ating profit  from  labour  then,  there  must  be  an  equally  good 
reason  for  separating  it  previously ;  and  there  is  a  reason  in 
connection  with  this  very  subject     It  does  not  follow  that 
the  past  and  present  labour  are  remunerated  in  the  same 
ratio  to  quantity,  or  in  other  words  that  commodities  ex- 
change in  the  ratio  of  the  quantity  of  labour  they  contain. 
If  capital  enters  into  production,  it  enters  into  the  first  pro- 
cess in   a  simple,  and  into  subsequent  processes  in  a  com- 
plex ratio  to  labour :  there  is  profit  not  only  on  the  past 
element  of  labour,  but  on  the  past  element  of  profit  on  the 
capital.     There  is,  however,  a  fact  which  this  generalization 
of  Smith  and  Ricardo's  is  intended  to  express.    The  average 
quantity  of  labour  required  to  produce  a  commodity  at  any 
given  time  is  a  measure,  though  not  a  direct  measure,  of  its 
value.     If  any  portion  of  the  supply  can  be  produced  with 
less  labour,  either  the  saving  will  go  to  increase  the  price  of 
privilege,  and  the  constituents  of  value  will  be  altered  ;  or  the 
value  itself  will  be  altered.     If  the  saving  of  labour  is  par- 
ticular, if  it  affects,  for  example,  the  productiveness  of  some 
source  of  supply,  either  one  or  other  of  these  may  be  the 
case.     If  the  saving  is  general,  if  it  affects  some  of  the  pro- 
cesses of  production,  the  latter  will  be  the  case.     The  reduc- 
tion   in   the   quantity   of  current   labour    requisite    to    the 
production,    however,   will     not    only    reduce    the    cost    of 
that  item  itself,  but  of  other  items  which  bear  a  relation  to 
it,  as  that  of  capital  and  even  of  rent.    And  in  the  newly 
created  cost  the  proportions  of  the  different  items  represent- 
ing labour  and  privilege  will  hardly  be  the  same  as  before. 
But,  if  we  take  various  commodities  produced  simultaneously, 
the  quantities  of  labour  contained   in   them  together  with 
the  number  of  processes  into  which  it  is  divided,  quantity  and 


256  THE  ECONOMY  OF  CONSUMPTION.  [BOOK  IV. 

direction  of  labour,  will  in  a  great  measure  determine  the 
number  and  proportion  of  the  other  elements  of  production. 
These  elements  bear,  therefore,  always  a  certain  ratio,  though 
by  no  means  a  direct  ratio,  to  quantity  of  labour. 

Exchange  value  bears  a  relation  to  intrinsic  value  which 
has  been  somewhat  obscured  by  the  reasoning  of  economists. 
Both  cost  of  production  and  exchange  value  are  attempts  to 
approximate  to  intrinsic  value ;  but  from  the  greater  fre- 
quency with  which  it  is  revised,  exchange  value  is  much  the 
closer  approximation  of  the  two.  This  circumstance  has 
escaped  the  notice  of  economists,  because  they  have  formed 
a  false  theory  of  intrinsic  value.  When  a  question  is  raised 
about  the  intrinsic  value  of  two  commodities,  such  as  com 
and  gold,  we  are  presented  with  a  man  at  the  point  of 
starvation,  or  a  nation  on  the  brink  of  famine,  and  told 
to  take  their  estimate  as  the  true  one.  But  this  is  only 
presenting  one  utility  in  such  circumstances  as  to  exclude 
all  others.  We  might  on  the  other  hand  present  the  picture 
of  a  community  which  had  plenty  to  eat  and  drink,  and 
nothing  either  of  a  serious  or  entertaining  kind  to  occupy 
or  amuse  their  minds ;  and  we  might  ask  what  is  the  worth 
of  their  bestial  abundance  f  To  classify  intrinsic  values  or 
utilities  on  a  theoretical  scale  would  indeed  be  a  difficult 
task  ;  but  it  is  of  great  importance  to  recognise  that  the 
whole  range  of  transactions  of  commercial  industry,  by  which 
exchange  value  is  regulated,  is  an  attempt  to  classify  them 
practically.  The  results  of  this  classification  cannot,  indeed, 
be  accepted  as  a  final  determination  even  of  practical  value. 
In  saying  that  political  economy  has  nothing  to  do  with 
intrinsic  value,  economists  are  simply  shutting  out  their 
science  from  its  natural  connection  with  other  human 
interests,  and  depriving  it  of  the  only  standard  by  which 
its  attainments  can  be  measured.  There  are  other  lights 
besides  those  which  guide  commercial  transactions,  by 
which  to  judge  of  what  is  useful  to  man.  According  to  its 
light,    however,    which    is  that  of   individual    interest,  the 
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classification  of  commerce  is  not  unsuccessful ;  and  there 
are  some  of  its  determinations  which  may  be  accepted  by 
the  highest  economy.  The  intrinsic  value  of  a  particular 
bushel  of  corn  to  a  community  where  com  is  already  over- 
abundant, or  of  a  particular  loaf  to  a  family  which  has 
already  too  many  loaves,  is  small ;  and  this  smallness  of 
intrinsic  value  is  rightly  represented  by  lowness  of  exchange 
value.  An  object  of  art,  or  beauty,  or  curiosity,  will  in 
these  circumstances  be  worth  many  loaves  or  bushels.  We 
have  thus  the  principle  that  under  similar  conditions  increased 
supply  of  a  commodity  lowers  the  intrinsic  value  of  any 
given  portion  of  the  supply  by  diminishing  the  scope  for 
useful  occupation  of  it  When  there  is  a  given  supply  of 
a  commodity,  the  uses  to  which  it  will  naturally  be  turned 
will  be  the  most  urgent  or  important  that  can  be  found. 
When  there  is  an  increased  supply  under  the  same  conditions, 
the  d^ree  of  urgency  or  importance  of  the  new  uses  will  be 
less  than  that  of  the  old.  To  this -extent  exchange  value 
accurately  represents  intrinsic  value.  If  the  relative  utility 
of  commodities  were  not  diminished  by  increased  supply, 
they  would  still  exchange  for  the  same  amount  of  other 
commodities,  which  is  to  suppose  a  contradiction.  Com- 
petition, then,  when  it  tends  to  increase  the  supply  of  all 
commodities,  and  thus  to  diminish  their  value  relatively 
to  the  common  measure  of  labour,  really  diminishes  their 
utility  relatively  to  the  labour  employed  in  producing  them, 
as  already  mentioned  ;  so  that  apart  from  any  question  of 
distribution,  the  whole  labour  receives  a  poorer  relative 
reward ;  and  the  same  principle  applies  to  any  excess  of 
production  of  any  particular  commodity.  While  excess  of 
production,  moreover,  may  be  measured  for  commercial 
purposes  by  commercial  success,  there  are  other  purposes 
for  which  it  must  be  measured  by  a  higher  standard,  namely, 
the  value,  for  other  than  mercantile  purposes,  of  the  labour 
employed  in  it.  And  it  is  something  to  have  it  established 
on  purely  mercantile  grounds,  that  when  retrenchments  are 
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made  on  industry  by  external  interests,  it  is  necessarily 
the  least  valuable  time  that  is  taken  from  it.  This  is  a 
contribution  to  the  higher  economy  from  the  economy  of 
selfishness  itself ;  and  it  ought  to  allay  the  extreme  jealousy 
shown  in  commercial,  and  sometimes  also  in  economical 
circles,  of  any  encroachments  on  the  time  of  industry. 

It  is  usual  to  distinguish  between  production  and  dis- 
tribution, and  the  distinction  is  useful  for  many  purposes  ; 
but  when  we  come  to  deal  with  the  elements  of  production, 
we  find  that  production  and  distribution  cross  each  other, 
and  unless  we  were  to  separate  the  final  stage  of  distribu- 
tion from  all  the  others,  they  cannot  conveniently  be 
separated.  We  must  therefore  regard  production  in  its 
widest  sense  as  including  distribution.  We  may  therefore 
divide  the  elements  of  production  into  two  classes,  internal 
and  external :  the  former  contributing  directly  or  indirectly 
to  the  inherent  qualities  of  the  object ;  the  other  contributing 
not  to  the  inherent  qualities,  but  to  their  ultimate  utilization. 
Both  the  internal  and  external  elements  may  be  considered 
as  consisting  primarily  of  rent,  profit  and  wages  as  elements 
of  cost ;  representing  as  contributing  elements  natural  agents, 
acquired  capital  and  labour.  Ricardo  severally  defines  rent 
as  being  the  difference  in  the  productiveness  of  agricultural 
or  other  similar  labour  applied  under  more  or  less  favour- 
able conditions,  and  as  the  price  paid  for  the  natural  pro- 
ductiveness of  the  soil  without  any  addition  of  labour. 
Rent,  like  all  other  valuable  elements  of  cost,  owes  its 
value,  as  we  have  seen,  to  the  scarcity  of  the  constituent 
of  production  which  it  represents.  It  is  a  natural  charge 
upon  unprivileged  production  levied  in  proportion  to  the 
value  of  the  privileges  accorded.  This  is  a  suflficient  ex- 
planation of  the  differential  character  of  rent  Rent,  as 
Ricardo  observes,  is  a  charge  levied  primarily  or  specifically 
for  the  use  of  natural  agents,  and  is  thus  distinguished  from 
profit,  which  is  the  remuneration  of  acquired  capital.  There 
is   however    no  need   for  carrying  the  abstract  distinction 
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maintained  by  Ricardo,  so  far  as  to  deny  the  use  of  the 
term  rent  in  a  scientific  sense  to  that  which  is  commonly 
called  such.  The  distinction  is  like  many  that  exist  in 
natural  science.  In  an  advanced  condition  of  industry  there 
are  few  rents  that  include  nothing  besides  the  price  of 
natural  agents,  but  whenever  this  is  the  predominating 
element  in  a  charge  upon  industry,  the  proper  name  of 
that  charge  is  rent.  The  value  of  situation  in  increasing 
rent  is  partly  natural  and  partly  artificial.  It  may  be  to 
some  extent  an  accident  where  a  city  should  rise,  but  where- 
ever  men  congregate  in  numbers,  it  is  a  natural  necessity 
that  the  value  of  land  for  all  purposes  should  rise,  and  as 
this  privil^e  constitutes  an  advantage  in  all  respects 
analogous  to  rent,  it  is  properly  classed  with  it  Finally, 
it  may  be  observed  that  rent  supplies  a  large  part  of  the 
contributions  to  the  accumulation  of  capital.  This  is  an 
important  circumstance  in  the  history  of  the  various  ele- 
ments of  production,  the  bearing  of  which  on  the  organiza- 
tion of  industry  has  already  been  noticed. 

Profit,  as  a  distinctive  element  of  cost  of  production,  is 
usually  regarded  as  the  remuneration  of  capital.  When  the 
capitalist  first  comes  to  be  distinguished  from  the  land- 
owner, profit  is  his  remuneration,  as  rent  is  that  of  the 
owner.  It  soon  appears,  however,  that  profit  is  not  a 
simple  element,  and  that  it  represents  a  variety  of  con- 
stituents of  production.  A  gross  profit,  in  fact,  represents 
nearly  everything  except  the  price  of  purchased  material 
and  hired  labour,  and  even  contains  a  considerable  element 
of  both  of  these,  all  namely  which  is  not  applied  specially 
to  the  particular  product,  but  is  provided  generally  for  the 
systematic  promotion  of  ^.  series  of  similar  enterprises.  This 
arises,  as  already  noticed,  from  the  peculiar  position  of  the 
direct  earner  of  profit,  who  is  responsible  for  the  replace- 
ment of  all  the  resources  of  production  requiring  to  be 
replaced,  and  for  the  division  of  its  proceeds  among  the 
various  contributories  who  have  to    be    rewarded.      Even 
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when  purged  from  these  extraneous  ingredients,  profit  in 
the  concrete,  still  contains  three  distinct  elements.  There 
is  the  element  of  skilled  labour  exercised  by  the  conductor 
of  the  enterprise  in  which  the  profit  is  earned.  There  is 
the  remuneration  of  capital,  which  is  separable  from  profit, 
and  which  in  its  separate  form  is  called  interest  Lastly, 
there  is  a  third  element,  which  is  the  reward  of  risk,  and 
may  properly  be  called  the  remuneration  of  adventure. 
It  is  not  very  easy  to  show  that  adventure  has  a  distinct 
remuneration,  because  it  is  so  seldom  separated  from  the 
other  elements  of  profit  ;  but  it  may  be  observed  that 
the  various  elements  enter  into  concrete  profits  in  very 
different  proportions.  Sometimes  the  adventurer  borrows 
nearly  the  whole  of  his  capital ;  sometimes  he  has  nearly 
the  whole  work  of  superintendence  done  for  him  by  hired 
labourers ;  and  it  is  conceivable  that  he  might  borrow  the 
whole  of  these  adjuncts,  and  yet,  as  taking  the  risk  of  the 
adventure,  would  be  entitled  to  distribute  its  proceeds,  and 
to  claim  any  surplus  as  his  own.  This  shows,  that  risk  has 
at  least  a  theoretical  claim  to  profit,  and  also  that  it  remains 
when  all  other  elements  are  abstracted,  so  that  it  is  theo- 
retically the  distinctive  element  of  profit.  It  still  remains 
to  be  considered  whether  risk  is  not  undertaken  merely 
for  the  sake  of  acquiring  the  position  of  an  earner  of  interest 
on  capital,  or  of  wages  on  skilled  labour.  And  in  favour 
of  this  view  there  are  considerations  of  weight.  It  is 
certain  that  unless  some  one  took  the  place  of  the  adven- 
turer profits  could  not  be  made,  and  that  there  are  many 
whose  interest  it  is  that  they  should  be  made.  But  this 
also  shows  that  there  is  a  distinct  use  for  the  services  of 
the  adventurer,  and  therefore,  it  is  to  be  presumed,  a  distinct 
remuneration  for  them.  The  ranks  of  mercantile  adven- 
turers are  commonly  recruited  from  among  those  of  skilled 
hired  labourers ;  and  unless  the  one  class  possessed  some 
decided  advantage  over  the  other,  there  would  be  sluggish- 
ness and   reluctance   instead  of  eagerness  to  press  into   it. 
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The  sanguineness  of  human  nature  may  no  doubt  exagger- 
ate the  rewards  of  the  more  independent  position,  but  it 
would  hardly  create  them  without  a  basis.  Besides,  this 
sanguineness  tells  two  ways  on  the  question.  The  re- 
muneration of  risk  is  a  balance  of  profit  over  loss.  Profits 
ivhich  would  merely  balance  losses  would  give  no  remunera- 
tion. It  follows,  then,  that  if  adventure  has  a  distinct  profit, 
there  is,  over  and  above  the  remuneration  of  interest  and 
unhired  labour,  a  distinct  balance  of  profits  over  losses. 
Now,  as  profits  and  losses  alternate,  the  sanguineness  of 
adventurers  will  naturally  lead  to  the  former  being  spent 
in  a  greater  proportion  than  the  natural  balance  between 
them  and  losses  ;  and  this  according  to  the  natural  law 
of  profits,  will  secure  an  increase  in  the  opportunities  of 
earning  them. 

If  adventure,  as  the  distinctive  element  of  profit,  secures 
a  distinct  remuneration,  there  are  several  general  observa- 
tions that  will  apply  to  it.  The  profits  of  adventure  will 
bear  some  proportion  to  the  risk  undertaken  :  that  is  to 
say,  when  in  any  class  of  adventures  the  risk  is  abnor- 
mally high,  the  margin  of  profit  over  risk  in  that  class  of 
adventures  will  be  proportionally  high.  Among  other 
reasons  for  this,  the  increase  of  risk  necessarily  demands 
higher  qualities  in  the  adventurer  who  successfully  under- 
takes it.  This  rule,  however,  must  be  understood  as 
general  and  not  as  particular,  that  is  to  say,  as  referring 
to  risks  necessarily  undertaken,  and  not  to  risks  gratuit- 
ously incurred.  The  man  who  spends  his  profit  will  not 
be  the  man  to  earn  another  one,  and  the  adventurer  who 
by  over-speculation  introduces  a  new  element  of  risk  into 
a  particular  class  of  transactions,  will  not  probably  do 
so  to  his  own  advantage.  The  profits  of  foreign  trade 
ought  on  this  principle  to  be  normally  higher  than  those 
of  home  trade;  but  this  does  not  hinder  that  if  foreign 
trade  is  conducted  on  over-speculative  principles,  its  dis- 
tinctive  profit   may  for  a    time  be   reduced   below  that  of 
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the   home   trade,  or   altogether   extinguished.      There   is    a 
class  of  adventures  which   may,  perhaps,   serve   better  than 
any  other  to   illustrate  the   precise   nature   of  the  associa- 
tion of  profit  with  adventure,  gambling  adventures,  whether 
within    or    without   the    range    of  mercantile    transactions. 
As   gambling   confers   no    service  on    any   but  those   who 
gamble,  and  as  there  is  therefore  no  demand  for  gambling, 
there  is  no   reason  why  it   should  yield   a  profit      And   in 
the   whole    sum    of   gambling    transactions    it     is    evident 
there   is  no  profit,  as  there   is  no  source  from  which  profit 
can   come.      There    is    a  class    of   gambling    transactions, 
however,    which    renders    a    service    and    which    yields    a 
profit.    The  systematic  gamblers  who  organize   the   trade, 
and  who   afford  opportunities  to  those  earning  means  else- 
where to  spend   their  means   on   the  pleasures  of  specula- 
tion, earn   a  profit  at  the  expense  of  those  they  serve.     It 
is  well   known   also,  that  those  who  wish  to  accelerate  the 
slow  course  of  mercantile   earning  by  the  gains  of  specula- 
tion, have   not    always   legitimately  earned   what  they  risk 
on   this  class  of  adventures.    There   is  thus  an  illegitimate 
profit  as   well   as   a  legitimate   one  earned    by   gambling. 
It    is    so    also    with    mercantile  adventure    generally.      If 
there  is  a  legitimate  profit  earned   by  it,  it   is  earned   by 
taking  necessary    risks  ;    but  there   is  also  an   illegitimate 
profit   earned  by  spending  temporary  or  anticipated  gains. 
It  is   even   conceivable  that   this   illegitimate  profit  might 
extinguish   the  legitimate  by  affording  sufficient  attractions 
to  adventure  to  fill  the  ranks  of  adventurers  without  the 
inducement  of  a  legitimate  profit:    but  whether   the  profit 
of  adventure   is  legitimate  or  otherwise,  it  is  equally  a  tax 
upon  industry ;   and  in   the  latter  case,  being  robbery,  and 
robbery    by  those   in  power,    it   is    sure  to  be    a    heavier 
tax.     It   is   those  who  have  the  charge  of  adventure  who 
appropriate  the  capital   of   industry;  but   it  is    as  difficult 
to   say  how  much   of  their  peculiar  earnings  enter  into  it, 
as  what  these  earnings  are. 


CHAP  II.]  ON    PRODUCTION.  263 

Interest,  is,  in  the  strictest  sense,  the  remuneration  of 
capital  apart  from  that  of  adventure.  These  are  not 
separated  in  the  earlier  stages  of  the  organization  of 
industry ;  and  when  they  are  separated,  it  is  impossible  to 
separate  capital  entirely  from  the  distinctive  element  of 
adventure,  risk.  Interest  is,  however,  the  remuneration  of 
capital  in  those  cases  where  the  risk  is  nominally  taken 
by  another ;  and  is,  consequently,  the  division  of  concrete 
profit  in  which  the  simple  element  of  remuneration  for 
capital  preponderates.  It  is  customary  for  those  who  have 
the  charge  of  adventures,  even  when  they  do  not  borrow 
their  capital,  to  write  off  a  sum  for  interest  in  the  pro- 
cess of  determining  their  net  profits.  This  sum,  however, 
is  not  pure  interest  It  is  founded  on  the  market  rate, 
which  always  contains  an  element  of  compensation  for 
risk  actually  incurred,  whether  calculated  merely  to  cover 
losses,  or  to  afford  a  profit  in  consideration  of  risk.  In 
an  advanced  stage  of  industrial  organization,  borrowing 
and  lending  become  a  distinct  branch  of  mercantile  enter- 
prise, and  are  charged  with  the  expense  of  a  separate 
agency,  which  forms  a  tax  immediately  upon  them,  and 
ultimately  upon  industry.  Interest,  as  a  main  part  of  the 
remuneration  of  capital,  contributes  very  materially  to  its 
accumulation,  especially  as  those  who  live  apart  upon 
interest  are  commonly  much  given  to  hoard. 

This  observation,  of  course,  applies  to  interest  in  the  con- 
crete, which,  as  containing  a  large  proportion  of  the  proper 
element  of  profits,  is  naturally  charged  with  the  maintenance 
of  capital.  Interest  proper  is  strictly  a  revenue  ;  and  is  not 
naturally  charged  with  the  extension  of  capital.  If,  how- 
ever, we  deny  to  adventure  the  distinctive  character  I  have 
here  assigned  to  it,  we  must,  in  a  lesser  degree,  attribute  the 
same  risks  and  responsibilities  to  interest  that  I  have  attri- 
buted to  profit.  This  will  come  practically  to  the  same  thing, 
and  it  is  certain  that  the  same  causes  which  raise  profit  raise 
interest,  and  increase  the  motives  to  accumulation  from  both. 
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On  wages  as  an  element  of  cost,  very  little  need  be  said 
here,  as  they  will  form  a  subject  of  much  fuller  discussion 
elsewhere.  It  need  only  be  observed  that  the  remuneration 
of  labour,  strictly  considered,  is  a  net  revenue,  and  yields  a 
very  small  item  to  the  accumulation  of  capital.  When 
labour  is  complicated  with  superior  skill,  which  is  a  sort  of 
capital,  its  earnings  are  larger,  and  enter  more  freely  into 
accumulation. 

The  constituents  of  production  we  have  been  considering, 
natural  agents,  capital  and  labour,  are  employed  primarily  in 
producing  commodities,  possessing  certain  inherent  qualities 
of  utility,  which  the  combined  use  of  these  constituents  con- 
tributes to  give  them.  The  same  constituents  are  employed 
in  other  combinations  to  bring  these  commodities  into  actual 
use ;  and  we  have  now  to  consider  these  combinations. 

The  external  constituents  which  add  to  the  value  or  cost 
of  commodities  without  contributing  to  their  inherent 
qualities,  may  be  comprised  under  four  leading  heads ; 
carriage,  storage,  insurance  and  agency.  There  is  a  fifth 
constituent,  which  may,  perhaps,  not  be  considered  as  be- 
longing essentially  to  the  conditions  of  industry,  but  which 
is  nevertheless  a  universal,  and  practically  an  indispensable 
condition  of  its  exercise,  duties  or  taxation. 

Carriage  is  a  fundamental  condition  of  exchange,  and  in 
proportion  as  the  area  of  exchange  enlarges,  the  cost  of  car- 
riage is  increased.  In  a  highly  developed  state  of  commercial 
intercourse,  when  commodities  are  exchanged  freely  among 
distant  communities,  and  still  more  freely  within  the  bounds 
of  the  same  community,  the  cost  of  carriage  comes  to  be  a 
heavy  element  in  the  value  of  nearly  all  commodities.  Car- 
riage, as  already  noticed,  enters  into  the  cost  of  production 
at  every  stage,  and  there  is  hardly  any  finished  commodity 
which  has  not  repeatedly  paid  it.  As  carriage  contributes 
nothing  to  the  inherent  qualities  of  commodities,  so  it  can 
properly  contribute  nothing  directly  to  capital,  or  means  of 
production.     No  part  of  the  original  cost  of  production  goes 
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to  defray  the  expense  of  carriage.  That  expense  is  always 
added  on  to  the  final  cost  of  the  commodity.  Carriage,  how- 
ever, demands  a  material  agency,  and  in  answer  to  this 
demand,  a  vast  material  agency,  or  capital,  external  to  the 
capital  of  production,  is  created  and  maintained  by  it.  This 
capital,  maintained  at  a  great  expenditure  of  labour  and 
natural  products,  is  like  the  service  in  which  it  is  engaged, 
essentially  non-productive.  It  contributes  nothing  for  direct 
use,  and  nothing  to  the  amount  or  inherent  utility  of  the 
commodities  provided  by  productive  industry.  In  an  inci- 
dental  way,  the  organization  of  industrial  carriage  contributes 
a  direct  service,  not  to  material  production,  but  to  social  life. 
It  is  associated  with  the  organization  for  the  conveyance  of 
persons ;  but  beyond  this,  it  has  no  direct  utility  whatever.  If 
a  commodity  were  to  be  had  on  the  spot,  it  would  serve  no 
purpose  to  bring  it  from  anywhere  else ;  but  in  the  event  of 
the  commodity  not  being  to  be  had  where  it  is  wanted, 
it  serves  the  very  useful  purpose  of  bringing  it  there. 

The  organized  production  of  commodities  requires  not 
only  that  they  should  be  distributed  over  a  large  area,  but 
that  they  should  be  kept  in  stock,  sometimes  for  considerable 
periods,  until  they  are  disposed  of  for  consumption.  This 
involves  a  variety  of  charges  for  their  safe  keeping,  which 
may  be  conveniently  comprised  under  the  head  of  storage. 
This  involves  another  material  capital  and  another  service, 
of  less  extent  than  those  of  carriage,  but  to  which  the  same 
observations  apply. 

Insurance  is  in  form  an  artificial  charge  upon  production, 
but  in  substance  a  natural  charge,  redistributed  by  a  special 
agency.  Commodities  are  liable  during  transmission  and 
storage  to  many  accidental  losses,  particularly  from  fire  and 
shipwreck  at  sea.  By  the  agency  of  insurance,  these  losses 
are  distributed  among  those  who  are  subject  to  them  by  a 
general  contribution,  which  relieves  those  on  whom  the  brunt 
of  the  accident  falls.  These  agencies,  which  are  usually  con- 
ducted in  a  somewhat  sumptuous  and  expensive  way,  consti- 
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tute,   in  addition    to   the   natural  charge,  a   non-productive 
burden  upon  industry. 

Besides  the  mechanical  agencies  of  distribution  already 
noticed,  there  is  needed  to  bring  them  into  operation  an 
active  distributive  agency,  consisting  of  merchants,  wholesale 
and  retail  dealers,  and  subordinate  agents  of  all  kinds.  This 
is  a  very  costly  and  wholly  non-productive  agency.  It  has 
been  discussed  in  some  detail  already  in  our  chapters  On 
Competition,  and  nothing  further  need  be  added  here. 

Taxation  in  various  forms  enters  into  the  cost  of  all  indus- 
trial products,  and  is  especially  a  differential  element  in  trade 
between  different  communities.  It  will  be  further  discussed 
elsewhere. 

Some  of  these  details  may  appear  trivial,  but  as  the  science 
of  economy  is  founded   on   nothing  else  than   the  facts  of 
industry,  an  exhaustive  view  of  the  real  elements  of  cost  as 
they  actually  enter  into  the  processes  of  production,  is  fitted 
to  remove  misconceptions,  which   the  ordinary  methods  of 
economy  are  too  well  adapted  to  encourage.     A  view  of  the 
relations  of  terms  in  their  more  abstract  and  concrete  senses 
should  also  be  conducive  to  clearness  and  accuracy  in  their 
use.    When  it  is  considered,  too,  that  all   the  elements   of 
cost  here  noticed  enter  into  production,  not  only  in  its  final 
stage,  but  through  nearly  all  its  processes,  and  how  large  a 
proportion  of  industrial  labour,  accordingly,  does  nothing  to 
increase  the  amount  of  industrial  produce,  it  will   be   seen 
how  strong  are  the  grounds  for  regarding  the  processes  of 
industry,  not  as  a  matter  to  be  left  to  the  private  economy 
of  the  merchant  or  producer,  but  as  demanding  the  study  of 
the  economist,  with  a  view  to  the  elucidation  of  their  proper 
economical  laws,  a  service  not  less  essential  than  the  forma- 
tion of  abstract  generalizations. 

Finally,  and  in  the  highest  sense,  the  ultimate  cost  of  all 
commodities,  and  the  true  measure  of  value,  as  admirably  laid 
down  by  Adam  Smith,  is  labour.  However  the  cost  of  a 
commodity  may  be  compounded  of  the  actual  remuneration 
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of  labour  and  of  the  price  of  natural  or  artificial  privileges,  its 
cost  to  him  who  enjoys  it  is  simply  the  labour  expended  by 
or  for  him  to  procure  it ;  and  the  industrial  value  of  labour 
itself  is  simply  what  it  can  purchase,  whether  by  hire  to  the 
owner  of  industrial  privileges,  or  by  private  venture  on  the 
part  of  the  owner  of  the  labour. 

There  is,  however,  a  very  important  distinction  between 
cost  and  value,  to  which  Adam  Smith,  as  already  noticed,  has 
not  paid  due  deference  in  his  definition  of  the  wealth  of 
nations.  It  is  true  that  the  cost  to  a  community  of  the 
commodities  it  consumes  consists  of  the  labour  it  expends  in 
procuring  them.  But  it  is  not  true  that  its  wealth  consists  in 
the  amount  of  these  commodities.  A  nation  like  an  indi- 
vidual may  spend  its  wealth  on  commodities  which  are  of 
little  use  to  it ;  and  as  in  the  case  of  the  individual  who  does 
so,  it  is  often  not  himself  but  his  dependents,  his  wife  and 
children,  it  may  be,  who  suffer ;  so  in  the  case  of  the  com- 
munity, it  is  the  dependents  of  the  community,  not  those  who 
direct  its  labour  but  those  who  conduct  it,  who  chiefly  suffer 
when  it  is  misdirected.  The  abundance  of  production  alone 
will  never  secure  the  prosperity  of  a  community,  without  the 
right  distribution  of  purchasing  power. 

The  complex  organization  of  industry  often  leads  the  un- 
privileged contributor  to  imagine  that  he  does  not  receive 
justice  in  the  distribution  of  its  proceeds.  There  is  nothing 
better  fitted  to  dispel  this  view,  if  it  is  founded  on  the 
imagination  that  other  contributions  are  less  essential  than 
his  own,  than  an  exhaustive  view  of  the  relations  of  the 
various  contributories  to  cost  It  is  there  seen  that  the  whole 
complication  is  the  result  of  a  gradual  development  and 
improvement  of  the  original  relations  between  the  two  indis- 
pensable parties  to  production,  the  proprietor  of  natural 
agents  and  the  labourer;  and  that  with  each  division  of 
remuneration  there  is  a  division  of  functions,  and  a  more 
complete  performance  of  service.  When  the  proprietor  ceases 
to  employ  labourers,  he  does  not  cease  to  be  an  active  con- 
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tributor  to  production  ;  and  when  the  capitalist  delegates  his 
functions  to  the  skilled  adventurer,  his  interest  prompts  him 
still  to  devote  his  attention  to  the  study  of  investment      It  is 
a  common  delusion,  which  has  been  too  much  fostered  by 
economists,  that  improvements  in  industrial  organization  are 
to  be  effected  merely  by  doing  away  with  some  of  that  dis- 
tribution of  functions  which  the  natural  development  of  the 
industrial  organization  has  effected.     If  only  the  actual  culti- 
vators were  the  owners  of  the  soil,  how  strong  would  be  the 
motives  to  improvement  of  cultivation.    This  is  at  least  admit- 
ting the  importance  of  ownership  to  industry :  what  then  if  the 
ownership  should  be  successful  ?     Is  the  successful  owner  to 
be  deprived  of  his  land  ?     If  not,  his  motives  to  exertion  will 
gradually  diminish,  and  it  will  finally  be  for  his  own  interest, 
as  well  as  for  the  interests  of  industry,  that  he  should  delegate 
his  functions  to  some  one  who  has  more   motive  for  active 
exertion.    It  is  also  often  alleged  that  proprietors  are  less  active 
in   the  improvement  of  their  land  than  outside  capitalists. 
But  on   what   terms  will    capitalists    expend    their    means 
on  the  improvement  of  land  ?    Who  would  expend  anything 
on  the  improvement  of  land  of  which  he  had  only  a  year's 
tenancy.?     Before  he  will   spend   anything  on  the  improve- 
ment of  land,  the  capitalist  must  have  a  lengthened  lease. 
What  is  this  but  a  limited  ownership  ?     If  the  tenant,  there- 
fore, improves  as  well  as  the  landlord,  it  is  because  he  divides 
with  him  the  interest  of  an  owner.     Ownership  is  the  root  of 
the  whole  improvement ;  and  if  the  activity  in  improving  is 
divided,  it   is   because   the  ownership   is  divided  also.     As 
ownership  is   thus   indispensable   to   improvement ;    and   as 
actual  ownership  cannot  always  be  equally  active  ;  the  assigna- 
tion or  division  of  responsibility,  in  any  way  that  may  be 
found  practically  convenient,  which  naturally  results  from  the 
free  recognition  of  the  rights  of  ownership,  seems  the  best 
practical  arrangement  that  can  be  made  for  bringing  the  land 
always  into  the  hands  by  which  it  can  be  turned  to  the  best 
account ;  and  it  cuts  at  the  root  of  this  arrangement  when  the 
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improvements  of  the  tenant  are  made  a  lever  to  wrest  the 
remaining  ownership  from  the  original  owner.*  When,  there- 
fore, the  produce  of  industry  is  divided  among  the  claimants 
of  rent,  interest,  profit,  taxes,  and  the  various  items  of 
mercantile  adventure,  it  is  divided  only  among  real  con- 
tributors, and  with  a  general  reference  to  the  value  of  their 
contributions. 

It  has,  however,  been  seen  that  the  working  of  this 
complex  mechanism  is  not  by  any  means  perfect  The 
pressure  of  its  inequalities  have  been  found  to  bear  most 
heavily  on  the  unprivileged  classes  ;  and  it  is  fairly  open  for 
any  one  who  feels  the  pressure  of  these  inequalities,  to 
suppose  that  it  is  capable  of  improvement.  As,  moreover, 
the  industrial  organization  has  grown  up  in  great  measure 
under  the  ascendency  of  the  privileged  classes,  it  is  not  un- 
reasonable to  surmise  that  it  may  be  found  to  contain  some 
elements  of  undue  advantage  to  them,  by  the  elimination  of 
which  its  working  would  be  rendered  more  equal. 

*  The  economists  who  think  to  remedy  the  ills  of  industry  by  making  the 
cultivators  proprietors,  are  like  a  wise  mechanic  who  thinks  it  would  improve 
the  action  of  a  watch  to  ignore  the  machinery,  and  attach  the  mainspring  to  the 
hands. 


BOOK    IV.— CHAPTER    III. 

ON  THE  PRIMARY  LAW  OF  LIMITATION  OF  PRODUCTION. 

WE  have  seen  that  the  final  limit  of  production  is  the 
extent  of  natural  resources.  We  have  also  seen  in 
the  last  chapter  under  what  conditions  production  is  carried 
on.  This  will  enable  us  to  form  some  definite  conception 
of  the  mode  in  which  the  limitation  in  the  supply  of  natural 
agents  operates  in  restraining  the  growth  of  production. 

There  is  in  an  organized  system  of  industry,  a  two-fold 
distribution  of  labour  between  productive  and  non-productive 
contributions  to  the  general  good  of  the  community. 
There  are  services  which  have  no  direct  relation  to  the 
industrial  organization,  and  which  I  have  classed  as  non- 
industrial.  These  services,  are,  for  the  most  part,  non-pro- 
ductive, and  may  for  almost  all  practical  purposes,  be  classed 
as  such.  There  is  also  a  wide  class  of  services,  directly 
related  to  the  industrial  organization,  but  not  directly  pro- 
ductive, nor  forming  any  part  of  the  service  essential  to 
production,  merely  as  such ;  but  concerned  in  the  protection 
of  industry,  the  distribution  of  its  products,  and  the  adjust- 
ment of  its  innumerable  relations.  These  services  I  call  non- 
productive.* 

The  whole  of  these  non-productive  services  must  be 
supported  by  the  labourers  engaged  in  productive  industry. 

*We  cannot,  indeed,  show  an  absolute  distinction  between  production  and 
distribution ;  but  though  we  can  have  no  productive  industry  without  distribution, 
we  may  conceive  of  an  industry  in  which  there  was  no  distinct  and  separate 
organization  of  distributive  agencies. 
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Production  itself  again^  is  divided  into  many  successive  stages 
or  processes ;  and  only  the  first  processes  in  each  series  are 
directly  concerned  with  the  utilization  of  natural  agents. 

From  these  conditions  it  follows  that  the  labour  of  every 
labourer  engaged  on  the  production   of  raw  material,  must 
be  able  to  provide  material  adequate  to  support  the  labour, 
and  provide  for  the  consumption  of  many  individuals.     As, 
for  every  labourer  engaged  in  the  production  of  raw  material, 
there  are   many  labourers  engaged   in   perfecting  the  pro- 
cesses of  production,  and  in  the  conduct  of  other  industrial 
services ;    and    as,  for  every    person    engaged    directly    in 
industry,  there  are  a  greater  or  smaller  number  of  persons 
either  engaged   in   non-industrial   services,  or   incapable  of 
any  service,  it  follows  that  each  labourer  must  provide  in 
quantity  in  proportion  to  the  excess   in  numbers  of  these 
persons,  in  order  that  the  industry  of  the  community  may 
be   self-supporting.     This  is  the  average   standard   of  pro- 
duction required   ol  each   labourer ;  but  as  the  conditions 
of  the  primary  processes  of  production  are  not  equal,  it  is 
not  necessary,  in  the  case  of  the  producers  of  raw  material, 
that  each   labourer  should   come  up    to  this    requirement 
Those  who  are  engaged  in  non-industrial  service,  are  sup- 
ported   principally,    as    we    have    seen,    from    the    greater 
abundance  of  privileged  production.     The   margin  of  rent, 
above  the  mere  maintenance  of  the  proprietor,  and  the  charge 
involved  by  the  care  of  the  preservation  and  improvement 
of  property,  and  the  margin  of  profit,  beyond  the  maintenance 
of  the  capitalist  or  adventurer,  and  the  proportion  appropri- 
ated to  the  renewal  of  capital,  is  what  mainly  goes  to  provide 
for  the   non-industrial   service  of  society.     If  a  portion   of 
this  service  is  provided  for  from  the  wages  of  industry,  it 
is  mostly  from  that  of  the  skilled  industry,  which  contains 
an  element  of  capital.    This  service  is  therefore  non-essential 
to  a  considerable  part  of  the   industrial  community.    And 
the  labourer  who  contributes  to  its  support  gets  no  remun- 
eration for  contributing  to  it ;  the  superior  productiveness  of 


272  THE  ECONOMY  OF   CONSUMPTION.  [BOOK  IV. 

his  labour  is  claimed  as  the  reward  of  the  superior  privileges 
under  which  it  is  exercised.  But  the  whole  organization  of 
industry  itself  is  essential  to  every  part  of  that  organization. 
It  is  essential  to  the  labourer  who  provides  raw  material 
that  there  should  be  other  labourers  to  perfect  its  produc- 
tion. It  is  essential  that  there  should  be  skill  and  capital 
provided  to  direct  his  labour  and  theirs.  It  is  essential  that 
there  should  be  distributors  of  the  produce,  regulators  of  the 
relations  of  the  various  processes  of  industry,  organizers  and 
rulers  of  society.  To  the  maintenance  of  all  these  he  must 
provide  his  share,  if  his  industry  is  to  be  self-supporting. 
Thus  the  least  favourably  situated  provider  of  raw  produce 
must  provide  a  quantity,  the  price  of  which  in  the  form  of 
completed  commodities  shall  be  adequate  to  support  the  con- 
sumption of  all  the  contributories  necessary  to  perfect  his 
production,  and  able  to  bear  the  taxation  necessary  to  the 
support  of  their  share  of  the  non-contributing  auxiliaries 
of  the  industrial  system ;  otherwise  he  will  not  contribute 
effectively  to  the  growth  of  production.  This,  as  already 
stated,  is  not  the  actual  limit  of  production ;  but  it  is  the 
limit  of  self-sustaining  production.  Now,  among  the  essential 
contributors  to  the  maintenance  of  the  industrial  organi- 
zation of  a  civilized  society,  one,  as  already  shown,  is  a 
proprietor.  That  natural  agents  may  be  permanently  utilized 
for  production,  they  must  be  appropriated.  Their  appropria- 
tion entails  the  care  of  defending  their  exclusive  use, 
maintaining  them  in  service,  and  developing  their  resources  ; 
in  other  words,  the  duties  of  proprietorship.  It  matters  not 
whether  these  duties  are  performed  by  the  actual  utilizer 
of  the  resources,  or  by  another ;  there  must,  in  order  to  self- 
sustaining  production,  be  not  only  means  to  provide  for  the 
performance  of  these  duties,  but  a  remuneration  for  attending 
to  them,  a  profit,  that  is  to  say  not  on  mere  outlay,  but  on  the 
natural  agents  for  the  utilization  of  which  the  outlay  is 
made ;  and  these  means  of  performing  the  duties  of  pro- 
prietorship are  essentially  a  rent      Thus  Ricardo's  theory 
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of  rent  is  wrong  to  its  very  last  principle.  It  is  entirely 
without  ground  that  he  has  separated  the  bare  proprietorship 
of  natural  agents  from  all  the  duties  and  responsibilities 
inip>osed  by  it,  and  assigned  the  former  as  the  cause  of  rent 
exclusively  of  the  latter.  The  proprietor  who  did  not  perform 
the  elementary  duties  of  his  position  in  defending  his 
property,  and  preparing,  or  getting  it  prepared  for  utilization, 
at  an  outlay,  which,  without  proprietorship,  would  not  be 
made,  would  receive  no  rent ;  and  the  improvement  of 
property,  as  has  also  been  pointed  out,  is  a  duty  as  in- 
separable from  proprietorship,  as  its  utilization,  maintenance 
and  defence.  Without  provision  for  these  duties,  there  is  not 
self-sustaining  production  ;  and  while  the  limit  of  actual 
production  goes  beyond  the  line  assigned  to  it  by  Ricardo, 
in  respect  to  rent  as  well  as  in  respect  to  profit,  the  limit 
of  self-sustaining  production  falls  within  it.  The  writers  who 
have  followed  this  theory  have  been  misled  by  looking  to 
the  crude  fact  of  the  non-payment  of  a  money  rent  in  cases 
where  the  proprietor  was  interested  in  foregoing  it ;  and 
where,  probably,  the  substantial  duties  of  proprietorship  were 
performed  by  the  utilizers  of  the  property. 

The  natural  law  of  limitation  imposed  on  industry  by  the 
conditions  of  the  production  of  raw  material  is  indicated 
by  the  nature  of  rent.  Rent  is  differential  because  the 
productiveness  of  natural  agents  is  unequal,  and  further, 
because  their  accessibility  to  particular  societies  or  groups  of 
men  is  unequal.  The  inequality  of  rent  is  further  conditioned 
by  the  natural  law  of  cultivation  or  utilization  of  natural 
agents,  according  to  which  the  amount  of  produce  obtained 
beyond  a  given  limit  does  not,  under  'similar  industrial  con- 
ditions, bear  an  equal  ratio  to  the  amount  of  labour  employed 
in  obtaining  it.  The  productiveness  of  natural  agents,  the 
fertility  of  land,  for  example,  does  not  at  once  cease  at  a  given 
point.  There  is  not  a  given  number  of  bushels  of  corn  to  be 
got  out  of  a  given  acre  with  a  given  maximum  of  labour,  and 
a  corresponding  smaller  quantity  for   every  corresponding 
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lesser  amount  of  labour ;  but  when  a  given  crop  has  been 
reached,  a  greater  proportional  exertion  is  needed  to  raise 
a  higher  crop.  Thus  the  limit  of  profitable  cultivation  is 
reached  before  the  limit  of  possible  cultivation  ;  and  the  latter 
becomes  practically  unattainable.  It  is  thus  with  the  use  of 
all  natural  agents. 

This  circumstance  affords  an  argument  for  Ricardo's  theory 
of  rent,  which  is  plausible  in  the  light  of  his  artificial  reason- 
ing. According  to  Ricardo,  the  cultivator  of  land  must  have 
a  definite  profit,  determined  by  the  general  rate  of  profits,  to 
induce  him  to  cultivate ;  and  this  condition  is  carried  so  far 
that  it  extends  to  each  section  or  degree  of  labour  bestowed 
upon  the  soil.  Accordingly  when  the  land  is  cultivated  up  to 
a  certain  degree,  it  will  not  afford  an  additional  rent  for 
further  cultivation,  but  it  will  yield  the  profit  necessary  to 
cause  it  to  be  cultivated.  This  additional  section  of  cultiva- 
tion accordingly  pays  a  profit  but  no  rent.  If  the  assumed 
facts  were  real,  Ricardo  would  be  right  in  supposing  that  this 
last  section  of  produce  pays  no  actual  rent ;  but  not  in  includ- 
ing it  within  the  limits  of  self-supporting  cultivation,  or  in 
assuming  that  it  is  free  from  rent  as  a  condition  of  its  produc- 
tion. It  is  the  position  enjoyed  as  a  rentpayer,  and,  therefore, 
a  representative  of  the  proprietor,  that  enables  the  cultivator 
to  obtain  this  additional  profit.  The  opportunity  of  doing  so, 
which  he  derives  from  his  privileged  position,  is  also  one  of 
the  circumstances  that  determine  the  point  at  which  new  land 
shall  enter  into  cultivation.  The  proprietor  of  new  land 
has  to  compete  with  this  non-rent  paying  section  of  old 
cultivation  ;  and  if  he  would  not  delay  indefinitely  his  pros- 
pect of  obtaining  a  rent,  he  must  enter  on  a  level  with  it,  and 
consequently  below  the  rent-paying  level.  But,  in  truth,  there 
is  no  such  fixed  limit  of  profit  as  Ricardo  supposes.  The 
notion  of  it  is  founded  entirely  upon  a  supposed  rapidity  of 
transition  from  one  trade  to  another,  which  exists  nowhere 
but  in  theory.  The  only  equality  that  actually  exists  is  an 
equality  of   guess-work    and  opportunity.      Rents  are  de- 
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termined  by  the  relative  needs  of  proprietors  and  cultivators ; 
and,  in  the  negotiation  between  them,  there  is  no  prospective 
profit  so  fine  as  to  be  incapable  of  being  made  a  basis  of  rent. 
The  independent,  well-informed,  or  keen  proprietor,  gets  the 
better  of  the  cultivator  who  is  ill  informed,  needy,  or  lax  in 
bargain-making ;  and  the  cultivator  who  has  the  advantage 
in  these  respects,  gets  the  better  of  the  proprietor  who  is 
deficient  in  them.  When  the  bargain  is  concluded  the  tenant 
makes  the  most  of  his  position,  his  entire  rent  being  simply 
the  price  paid  for  his  entire  advantages,  all  of  which  have  to 
the  best  ability  of  both  sides  been  considered  in  concluding 
it ;  so  that  no  part  of  his  profit  is  either  theoretically  or  prac- 
tically rent  free.  There  is,  moreover,  no  equality  in  this 
respect  between  different  cultivators.  If  a  tenant  has  secured 
a  good  lease  his  rent  is  comparatively  low,  and  he  enjoys  a 
run  of  the  profits  of  a.  privileged  producer ;  if  he  has  made  a 
bad  bargain  his  rent  is  high,  and  he  has  to  struggle,  as  best 
he  may,  with  the  disadvantages  of  an  unprivileged  producer ; 
making,  it  may  be,  losses  instead  of  profits.  It  is  thus  evident 
that  profits  have  no  priority  of  advantage  over  rents.* 

*  X'^^  Stuart  Mill  has  some  correct  observations  on  this  subject  in  his  chapter 
on  Rent ;  book  iL,  chap.  xvi.  ;  but,  as  usual,  Mr.  Mill's  facts  are  at  variance  with 
his  theories.  He  also  argues,  inaccurately,  as  if  the  divergence  from  the  law  of 
equality  of  profits  were  due  solely  to  the  protraction  of  leases ;  and  as  if  new 
leases  were  always  formed  in  accordance  with  this  law.  'But  a  new  farmer 
entering  on  the  land  would  make  his  calculation  differently,  and  would  not 
commence  unless  he  could  expect  the  full  ordinary  rate  of  profit  on  all  the  capital 
which  he  intended  embarking  in  the  enterprise.'  If  such  expectations  were  not 
liable  to  disappointment,  no  inequalities  would  arise  in  the  course  of  leases ;  but 
the  inequalities  exist  already  in  the  circumstances  of  the  competitors  for  leases ; 
so  that  the  full  ordinary  rate  of  profit,  to  which  their  expectations  are  said  to  be 
directed,  is  simply  an  illusion.  What,  in  fact,  each  competitor  wishes  is  to  get  as 
much  profit  as  he  can ;  and  his  opportunities  of  getting  profit  will  be  determined  by 
a  variety  of  contingencies,  of  which  those  tending  to  an  equality  of  profits  form, 
as  shown  in  the  text,  only  a  single  section.  If  the  tendency  of  competition  to 
equalize  profits  is  only  one  of  several  tendencies  to  which  profits  are  subject,  it 
follows,  as  a  matter  of  course,  that  profits  are  not  equalized  ;  for  to  suppose  other- 
wise is  to  assume  that  the  tendency  to  equalization  is  unopposed.  A  little  atten- 
tion to  the  actual  operation  of  competition  in  this  matter  would  have  sufficed  to 
show  that  any  expectation  of  an  actual  or  approximate  realization  of  an  equality 
among  profits,  is  an  illusion ;  and  that  any  reasoning  founded  upon  such  an 
expectation  is  fallacious.    Let  us  take  the  case  of  two  dealers,  whether  wholesale 
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The  limit  imposed  on  cultivation  by  natural  agents  is  not 
an  absolute  limit,  coming  suddenly  into  operation  at  a  pven 
point ;  but  a  limitative  force  always  in  operation,  and  opposing 
to  each  increase  of  exertion  upon  the  same  agents  an  increase 
of  resistance.  Its  mode  of  operation  accordingly  is  to  increase 
the  hardness  of  labour  relatively  to  its  productiveness.  The 
limitative  efficacy  of  this  force,  as  we  have  seen,  is  conditioned 
primarily  by  the  proportion  of  labourers  engaged  in  the  pro- 
duction of  raw  material  relatively  to  all  other  labourers,  and 
to  the  whole  of  the  non-industrial  section  of  the  community. 
The  remuneration  of  labour  is  necessarily  conditioned  by  its 
productiveness.  This  is  the  primary  condition  of  the  entire 
remuneration  of  industry.  In  respect  to  the  remuneration  of 
particular  classes,  it  is  subject  to  the  control  of  the  laws  of 
distribution.  Productive  industry  may  be  abundantly  re- 
munerative, and   the   direct   producers  may  be   very  poorly 

or  retail,  which  is  in  this  matter  precisely  analogous  to  the  case  of  pixxlucers. 
Competition  determines  that  they  shall  bay  the  particular  commodities  in  which 
they  deal  at  or  about  the  same  apparent  cost,  and  sell  them  at  or  about  the  same 
price  ;  that  is  to  say,  it  determines,  although  very  imperfectly,  that  there  shall  be 
an  approximate  equalization  in  their  gross  profits.  Now  we  have  already  seen  that 
gross  profit  is  not  a  real  profit,  and  that  it  always  contains  a  large  and  variable 
element  of  cost.  It  follows,  then,  that  when  this  variable  element  is  eliminated, 
the  profits  will  no  longer  be  equal  If  one  of  the  two  dealers,  for  instance,  sells 
double  the  quantity  of  the  other,  the  proportion  of  the  permanent  charges  of  his 
establishment  which  he  will  have  to  charge  against  each  transaction  will  probably 
be  much  less  than  the  proportion  charged  by  his  rival :  his  cost  will  accordingly 
be  less,  and  his  profit  proportionally  more. 

Mr.  Mill,  in  acknowledging  the  actual  inequalities  of  profits,  sa3rs,  '  It  is  not  pre- 
tended that  the  facts  of  concrete  cases  conform  with  absolute  precision  to  this  or  any 
other  scientific  principle.  We  must  never  forget  that  the  truths  of  political  economy 
are  truths  only  in  the  rough.  They  have  the  certainty,  but  not  the  precision  of  exact 
science.  I  have  already  said  that  I  do  not  think  the  admission  of  exceptions  obviates 
the  mischief  of  imperfect  generalizations.'  But  what  is  to  be  said  of  a  generalization 
from  which  all  the  concrete  cases  must  be  excepted  ?  It  is  surely  a  somewhat  bold 
use  of  metaphor  to  call  a  collection  of  such  generalizations  science.  What  should 
we  think  of  a  chemist  who  told  us  that  the  law  of  Avogadro  meant  that  gases  under 
like  conditions  of  temperature  and  pressure  never  contain  in  equal  volumes  the 
same  number  of  molecules,  or  that  the  formula  H,0  meant  that  two  atoms  of 
hydrogen  do  not  combine  with  one  of  oxygen  to  form  water  ?  With  regard  to  the 
particular  generalizations  on  profit  and  rent,  we  shall  subsequently  find  that  after 
having  excepted  the  concrete  cases,  we  shall  also  have  to  except  the  conclusions 
founded  on  them  ;  and  then,  it  is  to  be  hoped,  we  shall  have  arrived  at  a  perfect 
comprehension  of  these  generalizations. 
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remunerated  ;  but  it  cannot  happen  for.  any  length  of  time 
that  the  remuneration  of  direct  producers  should  be  high 
while  the  productiveness  of  labour  is  low.  Productiveness  is 
therefore  always  an  efficient  limit  to  the  remuneration  of 
direct  labour  in  all  its  departments.  And  by  whomsoever  the 
hardness  which  diminishing  productiveness  occasions  may  be 
felt,  it  must  always  be  felt  by  direct  labourers.  This  is  especi- 
ally the  case  with  the  production  of  raw  material.  In  every 
department  of  industry  the  productiveness  of  the  labour  of 
the  direct  labourer  must  leave  a  margin  over  his  remuneration 
sufficient  to  support  all  the  other  contributories  in  his  own 
stage  of  production.  But  the  produce  supplied  by  the  pro- 
ducer of  raw  material  is  all  that  supports  industry  in  all  its 
stages,  and  the  margin  over  his  own  consumption  is  all  that 
contributes  to  the  consumption  of  the  rest  of  the  community. 

If  the  quantity  of  labour  expended  on  raw  material 
bore  a  constant  ratio  to  the  quantity  of  labour  expended 
in  other  directions,  the  productiveness  of  this  labour 
would  form  a  constant  measure  of  the  possible  remuner- 
ation of  self-supporting  labour  in  all  departments.  As, 
however,  the  proportion  of  the  labour  employed  in  pro- 
curing raw  material  to  that  employed  in  perfecting  produc- 
tion varies  continually,  the  productiveness  of  the  entire 
labour  of  production  is  the  measure  of  remuneration  of  the 
entire  industry  of  the  community.  Without  increasing  the 
productiveness  of  industry  relatively  to  the  number  of  pro- 
ductive labourers,  there  may  be  an  increase  of  produce 
occasioned  by  an  increase  in  the  number  of  productive 
relatively  to  non-productive  labourers,  and  again  by  an. 
increase  in  the  numbers  of  the  industrial  relatively  to  the 
non-industrial  portion  of  the  community.  Without  con- 
sidering the  effects,  then,  which  a  pressure  upon  the  pro- 
ductiveness of  natural  agents  may  have  on  the  whole 
distribution  of  industry,  we  cannot  understand  the  working 
of  the  primary  law  of  limitation.  This  is  the  inquiry  upon 
which  we  shall  now  enter. 
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The  first  part  of  this  inquiry  concerns  the  effects  of  a 
pressure  on  natural  resources  upon  rent.  Here  there  is 
little  or  no  difference  of  opinion  as  to  the  fundamental 
fact ;  although  there  is  in  some  quarters  a  strange  neglect 
of  the  natural  consequences  of  the  fact  It  is  universally- 
agreed  that  the  aggregate  amount  of  rent  rises  with  the 
increase  of  cultivation,  from  whatever  cause  the  increase 
takes  place.  As  an  increased  pressure  upon  natural 
resources  does  not  imply  any  increase  of  productiveness, 
it  follows  that  when  cultivation  is  increased  from  this  cause 
alone,  the  proportion  of  rent  to  the  remaining  produce  will  be 
raised.  This  is  a  natural  consequence  of  the  increased  com- 
petition for  land.  It  ought  to  be  understood  from  the  uni- 
versality of  this  condition,  that  it  is  the  natural  interest  of  the 
proprietary  class  to  promote  cultivation  ;  and  that  this  interest 
will  under  natural  conditions  be  prosecuted  as  actively  as  the 
corresponding  interest  of  capitalists  to  promote  production 
generally. 

The  doctrine  of  the  passive  or  alien  character  of  proprietor- 
ship in  relation  to  the  organization  of  industry,  with  which 
political  economy  is  so  deeply  imbued,  and  the  consequences 
of  which  we  shall  find  embedded  in  so  many  of  its  theories, 
particularly  in  regard  to  taxation,  is  not,  indeed,  without  a 
foundation  in  fact. 

I  have  noticed  in  a  previous  chapter,  that  the  political 
interests  of  the  privileged  classes  in  an  artificially  restricted 
state  of  industry,  are  opposed  to  the  organization  of  industry 
and  consequently  to  the  growth  of  population.  The  privileged 
classes  who  have  these  interests  are  not,  even  in  such  circum- 
stances, limited  to  the  holders  of  property  ;  but  the  holders  of 
property  may  be  considered  as  their  natural  and  permanent 
representatives.  The  opposition  of  the  privileged  classes  to 
the  growth  of  population  is  not,  however,  even  as  a  product 
of  political  interest,  a  designed  opposition.  The  end  is 
political  power,  and  to  this  end  the  growth  of  dependent 
numbers  is  an  essential  contribution  ;  but  the  means  taken  to 
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promote  this  end  being,  from  the  opposition  of  personal 
interests  and  other  causes,  partial  and  conflicting,  counteract 
instead  of  promoting  it  The  monarch  who  *has  need  of 
men,'  needs  them  to  aid  him  in  slaughtering  other  men  ;  and 
in  so  using  them  not  only  promotes  the  slaughter  of  his  own, 
but  takes  the  most  effectual  means  to  prevent  their  increase. 
At  the  very  time,  however,  when  this  separate  political  interest 
is  most  active  and  powerful,  the  opposing  industrial  interest 
which  it  dominates  is  not  extinguished  by  it.  Then,  as  sub- 
sequently, it  is  the  interest  of  every  proprietor  to  promote  the 
cultivation  of  his  domain  and  increase  the  number  of  his 
dependents ;  and  he  pursues  this  object  with  all  the  wisdom 
he  possesses.  Moreover,  the  separate  political  interest,  in 
comparison  with  the  industrial  interest,  may  be  called  an 
artificial  interest.  It  results  not  from  an  enlightened  view 
even  of  the  private  interests  of  individuals  or  classes,  but 
from  the  fears,  rivalries  and  jealousies  of  men.  Accordingly, 
as  the  organization  of  industry  proceeds,  it  gives  way,  slowly 
at  first,  but  afterwards  more  rapidly,  to  the  natural  interest. 
It  is  the  capitalists,  as  the  class  least  trammelled  by  the 
privileges  of  position,  who  first  of  the  privileged  classes  take 
the  lead  in  the  development  of  industry ;  and  their  example 
is  ultimately  followed  by  the  proprietors.  In  this,  as  in  other 
political  revolutions,  the  classes  who  are  an  obstruction  to 
society,  work  out  their  own  overthrow  while  they  are  intent 
on  wholly  different  objects.  It  is  with  no  thought  of  destroy- 
ing their  political  power  that  the  privileged  classes  avail  them- 
selves of  the  means  of  increasing  their  wealth.  But  in  doing 
so  they  find  that  they  have  created  a  multitude  too  great,  and 
embracing  a  variety  of  interests  too  vast  for  them  to  control ; 
so  that  at  length  they  sink  into  the  position  of  common 
citizens,  pursuing  their  private  or  class  ends  by  private  means 
or  class  combinations.  It  is  because  this  revolution  is  hardly 
yet  completed  that  the  class  of  proprietors  has  come  to  be 
regarded  as  in  a  special  degree  antagonistic  to  other  industrial 
classes. 
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It  is  of  more  importance  to  consider  how  far  the  natural 
interest  of  proprietors  in  the  promotion  of  cultivation  extends. 
As  there  is,  as  we  have  seen,  no  limit  to  the  growth  of  rent 
with  the  growth  of  ^cultivation,  so  there  is  likewise  no  limit  to 
the  interest  of  proprietors  in  the  growth  of  cultivation.  The 
extension  of  cultivation  naturally  tends  to  promote  the  growth 
of  population,  so  that,  as  has  been  well  urged  by  Chalmers, 
the  means  of  promoting  this  enterprise  lie  within  the  power 
of  the  promoters  to  a  degree  not  equalled  in  any  other  indus- 
trial undertaking. 

It  is  of  no  consequence  to  the  particular  interest  of  the 
proprietor  whether  the  population  he  contributes  to  create  be 
well  or  ill  provided  for.  As  a  condition  of  its  existence  it 
must  in  any  case  pay  rent.  The  individual  proprietor  may 
have  his  own  views  as  a  citizen  or  philanthropist ;  but  his 
industrial  interest  will  not  be  attended  to  according  to  these 
views,  but  according  to  the  principles  of  competition.  Even 
if  he  were  willing  to  sacrifice  his  private  interests  to  his  specu- 
lative opinions,  his  example  would  have  no  efficacy,  and  his 
individual  sacrifice  no  influence  upon  the  general  result 

It  is  true  that  there  are  permanent  interests  of  the  pro- 
prietor opposed  to  the  interest  of  cultivation.  Land  can  be 
used  for  pleasure  as  well  as  for  profit.  But  as  the  means  for 
so  using  it  must  be  derived  from  other  industrial  enterprises, 

« 

and  this  is  only  one  of  many  pleasures  which  these  means 
afford,  this  mode  of  employing  it  must  always  be  definitely 
limited,  and  can  have  no  effect  on  the  general  economy  of 
industry  in  a  community  where  it  is  not  supported  by  arbitrary 
power.  To  the  actual  population,  land  employed  non-produc- 
tively  is  as  if  it  were  non-existent ;  and  if  all  this  land  were 
brought  into  cultivation,  it  would  serve  only  to  increase  the 
numbers  of  the  community,  and  not  its  relative  resources. 
The  question  of  real  importance  is  the  extent  to  which, 
measured  by  the  degree  of  exertion  expended  on  it,  the  land 
actually  brought  under  cultivation  is  cultivated.  In  this 
respect  the  interest  of  proprietors  is  to  go  as  far  as  natural 
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resources   and  human  powers  will   permit  them ;  and   this 
interest  they  may  be  trusted  to  attend  to. 

The  next  point  of  our  inquiry  is  one  on  which  the  diversity 
of  views  is  more  serious.  It  is  the  theory  of  Ricardo  that 
production  is  limited  by  the  gradual  decline  of  profit ;  and 
this  theory  has  generally  been  followed  by  economists. 
Chalmers  speaks,  in  the  interest  of  what  he  calls  the  dis- 
posable class  of  the  population,  of  the  growth  of  rent  as  com- 
pensating for  the  decline  of  profit  I  am  persuaded  that  this 
notion  of  the  decline  of  profit  is  a  pure  fiction  of  the  econo- 
mists, and  stands  upon  the  same  basis  as  an  economical  fact 
as  the  dependence  of  industry  on  artificial  capital.  It  is  a 
fiction,  too,  that  tends  to  conceal  certain  important  facts  of 
real  economy,  and  which  has  accordingly  been  productive  of 
most  serious  mischief.  We  shall  examine  the  ground  on 
which  this  theory  rests. 

There  is,  first,  a  fact  already  noticed  in  our  chapters  On* 
Competition,  which  would  be  conclusive  if  it  were  applicable 
to  the  case ;  but  which  unfortunately  does  not  apply  to  it 
at  all;  When  production  of  any  kind  is  carried  to  an  extent 
in  excess  of  the  demand,  it  is  arrested  by  the  decline  or 
extinction  of  profit.  But  it  is  obvious  that  the  real  limit 
to  production  here  is  not  profit,  but  demand,  on  which  profit 
is  dependent ;  and  if  the  effective  demand  goes  on  expand- 
ing, profit  will  be  maintained  or  revived,  and  production  will 
go  on  expanding  also.  In  the  conduct  of  an  expanding 
industry  by  competition,  we  have  seen  that  each  kind  of 
production  in  succession  goes  on  expanding  till  it  has  reached 
or  exceeded  the  limit  of  demand,  when  it  is  arrested  by  the 
decline  of  profit  But  this  is  not  the  final  limit  of  its  pro- 
gress ;  demand  still  goes  on  increasing,  and  the  next  or 
following  wave  of  production  is  carried  further  than  the  last. 
Thus  we  see  that  profit  is  always  conditioned  by  demand, 
and  never  demand  by  profit  This  is  not  the  limit  to  pro- 
duction we  are  seeking,  nor  would  such  an  association  of 
profit  with  production  suffice  in  the  least  to  explain  its  real 
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limits.  But  the  ground  of  the  theory  we  are  examining 
lies  much  deeper.  The  supposed  fact  on  which  it  rests  is, 
that  as  production  expands  and  gradually  approaches  its 
natural  limits,  the  rate  of  profit  gradually  declines  till  it 
becomes  too  small  to  admit  of  further  expansion.  This 
theory  is  supported  not  only  by  the  fictions  of  economy,  but 
by  some  important  industrial  facts  which  lend  it  considerable 
plausibility,  and  the  misinterpretation  of  which  in  turn  it 
tends  to  support. 

The  leading  facts  on  which  this  theory  rests  are  that  the 
rate  of  interest  on  capital  is  higher  in  a  less  than  in  a  more 
fully  developed  state  of  industrial  organization,  and  that 
there  is  an  observable  tendency  in  profit  to  decline  under 
the  influence  of  competition  with  the  mere  increase  in  the 
extent  of  industrial  operations. 

The  theory  that  profits  gradually  diminish  with  the  growth 
of  industry  dates  from  Adam  Smith,  who  cites  the  case  of 
Holland,  in  which  after  a  long  run  of  commercial  prosperity 
interest  had  fallen  as  low  as  two  per  cent  Smith  argues  on 
this  case  with  considerable  perversity :  because  in  his  view 
commercial  prosperity  is  inseparable  from  a  large  accumu- 
lation of  capital ;  and  because  he  has  cited  Holland  to  show 
the  effect  of  commercial  prosperity  in  diminishing  profit, 
he  will  not  admit  the  low  rate  of  interest  in  Holland  as 
evidence  that  its  trade  was  declining.*  Now  there  is  evidently 
this  dilemma :  if  the  trade  of  Holland  would  only  pay  two 

*  Smith's  theory  is  somewhat  different  from  Ricardo's.  He  holds  that  a  low  rate 
of  profit  invariably  indicates  a  prosperous,  and  a  high  rate  of  profit  a  declining  con- 
dition of  industry.  I  know  of  no  ground  for  this  supposition  in  a  free  state 
of  industry,  except  that  the  rate  of  profit  tends  to  fall  with  the  expansion  and  to 
rise  with  the  conXraction  of  the  area  5f.the  field  of  industry.  The  mere  extent  of 
the  area  of  an  industry  does  not  necessarily  imply  either  its  progress  or  its  decline. 
A  declining  industry,  however,  is  one  of  which  the  area  is  diminishing;  and, 
therefore  the  profit  necessary  to  render  it  self-supporting  must  be  expanding. 
But  it  is  one  of  the  conditions  of  a  declining  industry  that  it  does  not  earn  the 
profit  necessary  to  self-support.  It  is  not,  accordingly,  till  the  industry  has 
ceased  to  decline  that  the  higher  rate  of  profit  necessary  to  its  maintenance  is 
realized.  This  relation  of  profit  to  the  extent  of  the  area  of  industry  is  also 
subject  to  the  reservations  mentioned  in  the  text. 
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per  cent  interest  on  its  capital,  the  trade  was  not  sufficient 
to  afford  active  employment  for  the  capital,  or  the  rate  of 
interest  must  always  have  been  equally  low ;  for  with  an 
active  demand  for  capital,  the  rate  of  interest  would  not 
have  fallen.  It  is  perfectly  clear,  then,  that  if  there  had  been 
no  industrial  decline  there  must  have  been  excessive  accumu- 
lation ;  and  this  affords  sufficient  explanation  of  a  low  rate 
of  interest  In  point  of  fact,  all  that  is  proved  by  the  case 
of  Holland  is  that  the  accumulation  of  capital  had  been 
greater  than  the  expansion  of  industry.  There  is  in  every 
industrial  community,  as  we  have  seen,  a  tendency  to 
accumulate  capital  in  excess  of  the  requirements  of  its 
industry ;  but  in  order  that  this  tendency  should  be  carried 
so  far  as  to  render  the  employment  of  capital  unprofitable, 
a  very  peculiar  combination  of  circumstances  is  needed  ;  and 
the  case  of  Holland  is  exceptional  accordingly.  Had  the  vast 
accumulations  which  had  impaired  the  remuneration  of  capital 
been  the  result  merely  of  the  exercise  of  Smith's  favourite  vir- 
tue of  parsimony  in  normal  circumstances,  the  case,  instead  of 
being  an  example  of  industrial  prosperity,  would  have  been 
one  to  excite  commiseration.  A  community  which  persist- 
ently goes  on  piling  up  capital  for  which  it  has  no  use,  is 
precisely  in  the  case  of  the  individual  miser.  But  in  the 
case  of  Holland  thei*e  was  not  the  aggravation  of  protracted 
and  exhaustive  toil  in  accumulating  the  superfluous  treasure. 
There  had  been  the  enjoyment  of  exceptional  commercial 
advantages,  and  a  career  of  adventure  leading  to  a  growth 
of  wealth  for  the  employment  of  which  the  parsimonious 
habits  of  a  limited  people  afforded  no  adequate  outlet. 
When  this  exotic  trade  ceased  to  expand,  the  treasure  it  had 
accumulated  would  soon  decline  with  it,  finding  its  natural 
outlet,  in  as  far  as  it  exceded  the  remaining  demands  of 
industry  in  consumption.  The  nature  of  such  exceptional 
advantages  will  be  dealt  with,  and  their  temporary  character 
shown,  in  the  following  chapter.  In  a  larger  community,  with 
more  varied  interests  and  freer  commercial  relations,  such  an 
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abnormal  excess  of  accumulation  could  hardly  take  place, 
as  if  the  surplus  capital  were  not  consumed  in  stimulating 
home  consumption,  it  would  find  an  outlet  in  foreign  loans. 
To  suppose  the  capital  of  all  communities  accumulated  to 
such  an  excess  as  to  extinguish  profits,  would  be  to  suppose 
a  prodigy  of  motiveless  industry  and  parsimony. 

The  comparison  of  profits  under  different  industrial  con- 
ditions is  a  more  complicated  matter  than  the  economists 
whose  views  we  are  considering,  seem  to  have  allowed  for. 
Two  general  observations  of  a  preliminary  kind  may  be 
made.  Interest  does  not  appear  to  be,  as  Adam  Smith 
alleges,  a  fair  criterion  of  profit,  and  the  rate  of  interest  is 
no  criterion  at  all. 

There  are  two  industrial  conditions  to  be  considered  in 
this  comparison  which  are  apt  to  be  confounded.  There  is 
the  condition  of  a  comparatively  undeveloped  industry  in 
comparison  with  the  same  industry  at  a  later  stage  of  de- 
velopment ;  and  there  is  the  condition  of  a  younger  and  less 
developed  industry  in  commercial  relations  with  older  and 
more  developed  organizations.  It  is  obvious  that  the  former 
alone  offers  a  fair  ground  of  comparison  ;  but  the  difference 
between  the  two  cases  may  be  noted. 

Such  industrial  developments  as  those  of  America  and 
Australia  are  supported  by  the  organization  of  Europe,  and 
are  to  be  regarded  not  as  new  organizations,  but  merely  as 
the  outposts  of  the  European  system.  In  an  earlier  and  ruder 
organization  of  industry,  direct  labour  will  be  less  produc- 
tive than  in  a  later  and  more  fully  developed  one ;  but  the 
proportion  of  those  who  live  on  direct  labour  to  those  who 
live  on  indirect  will  be  much  greater ;  and  as  mere  labour 
will  not  be  much  worse  remunerated,  the  proportion  of  the 
aggregate  amount  of  direct  earnings  to  indirect  will  be  much 
greater  than  in  a  more  advanced  condition.  Further,  the 
commerce  of  the  earlier  state  will  be  very  restricted  ;  and  the 
element  of  profit,  which  I  have  called  the  distinctive  one, 
the  remuneration  of  adventure,  will  count  for  comparatively 
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little.  Profits  would  thus  be  more  nearly  equal,  and  would 
bear  a  more  direct  ratio  to  interest.  On  the  other  hand, 
a  larger  proportion  of  the  remuneration  of  the  direct  earners 
of  profit  would  consist  of  the  reward  of  actual  labour,  such 
as  in  a  more  advanced  state  would  be  performed  by  hired 
officials.  The  proportion  of  produced  capital  employed  to 
support  labour,  or  the  proportion  of  indirect  to  direct 
labour,  would  be  very  much  smaller  than  in  the  more  ad- 
vanced state,  so  that  though  the  rate  of  interest,  if  there 
were  a  direct  rate,  were  larger,  the  whole  charge  of  interest 
would  be  so  much  smaller  as  to  be  inconsiderable. 

In  the  new  industrial  organization  contemporaneous  with 
and  dependent  on  the  old,  circumstances  would  be  somewhat 
different  The  primary  processes  of  industry,  under  favour- 
able circumstances,  would  be  more  productive,  and  the  subse- 
quent processes  less  productive  than  in  the  older  communities ; 
but  as  the  products  of  the  more  developed  industry  of  these 
communities  would  be  placed  by  commerce  at  the  disposal  of 
the  others,  the  industry  of  the  new  communities  would  pro- 
bably on  the  whole  be  more  productive.  As  their  accumu- 
lated capital,  however,  would  be  small,  and  as  their  industry 
of  every  kind  would  be  carried  on  with  a  much  freer  appliance 
of  natural  agents  and  a  much  smaller  dependence  on  accumu- 
lated capital,  the  payment  of  a  higher  rate  for  the  capital 
actually  used  would  affect  the  distribution  of  the  proceeds  of 
their  industry  very  little.  What  we  have  to  examine,  then, 
with  especial  care,  is  the  effect  upon  profit  of  the  gradual 
advance  of  a  developed  organization  of  industry  in  a  populous 
community  on  the  limits  of  its  resources.  Here  the  facts  on 
which  our  theorists  rely  are  the  tendency  of  an  advancing 
organization  to  extend  the  operations  of  industry,  and  the 
tendency  of  competition  to  diminish  the  rate  of  profits  with 
the  extension  of  industrial  transactions.  These  facts,  it 
appears  to  me,  present  a  very  partial  and  one-sided  view  of 
the  case.  To  take  the  rate  of  interest  as  a  preliminary  test, 
if  the  rate  of  interest  declines  as  the  organization  of  industry 
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advances,  it  does  not  decline  in  anything  like  the  same  ratio 
as  the  increase  of  capital.  It  is  true  this  would  be  of  little 
consequence  if  it  were  proved  that  the  decline  of  interest  or 
profit  were  continuous  and  persistent.  But  this  is  precisely 
the  thing  of  which  the  facts  adduced' afford  no  proof;  and 
which,  as  we  shall  find,  it  would  be  very  hard  to  prove. 

That  which  specially  distinguishes  the  advancing  organiza* 
tion  of  industry  is  the  continually  increasing  importance  of 
the  part  which  indirect  labour  takes  in  it,  that  is  to  say,  the 
growing  magnitude  of  capital  and  the  corresponding  increase 
in  the  magnitude  of  its  aggregate  remuneration.  It  is  this 
very  growth  of  capital  that  enables  its  operations  to  be  per- 
formed on  a  more  economical  scale,  and  to  some  extent 
reduces  the  rate  of  its  remuneration.  But  this  reduction  of 
the  remuneration  of  capital  is  far  less  considerable  than  is  apt 
to  be  supposed  by  those  who  look  only  at  the  surface.  We 
have,  it  is  true,  the  two  facts  already  noticed,  that  when  the 
expanding  range  of  industrial  operations  permits  a  larger 
number  of  transactions  to  be  gone  through  by  a  particular 
trader,  the  profit  on  each  transaction  is  reduced ;  and  that 
when  competition  forces  the  operations  of  production  or  of 
commerce  beyond  their  legitimate  range,  profits  are  reduced 
to  an  unremunerative  level,  if  not  extinguished.  These  facts 
however  are  partial,  and  taken  by  themselves  present  a  super- 
ficial aspect  of  affairs  in  which  there  is  much  illusion.  It  is 
apparent  on  the  surface  that  the  man  whose  transactions  are 
large  can  afford  to  carry  them  on  for  a  smaller  profit  than  the 
man  whose  transactions  are  small ;  but  not  only  has  this 
economy  of  profit  a  definite  limit,  which  is  reached  long 
before  the  development  of  industry  has  approached  its 
culmination,  but  appearances  greatly  exaggerate  its  import- 
ance at  any  time.  We  have  already  seen  that  competition 
often  takes  with  the  one  hand  what  it  appears  to  give  with 
the  other.  So  it  is  here.  At  the  same  time  that  industrial 
development  extends  the  range  of  a  given  line  of  transac- 
tions, it  multiplies  and  separates  industrial  operations.    This 
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is  the  case,  as  we  have  seen,  both  with  the  operations  of 
production  and  exchange.  Thus  a  commodity  which  in  a 
ruder  stage  of  development  might  have  contained  two  or 
three  profits,  in  a  more  developed  one  may  contain  a  score. 
While  competition  thus  relatively  narrows  as  it  extends  the 
line  of  operations,  the  mere  effect  of  extension  is  subject  to 
another  drawback.  In  a  large  house  which  carries  on  great 
operations,  in  a  manufactory,  for  example,  where  many  of  the 
operations  subdivided  by  the  development  of  industry  appear 
to  be  reunited  by  its  organizing  energy  on  a  scale  large 
enough  to  unite  the  economy  of  common  management  with 
that  of  extended  operations  in  line,  we  would  seem  to  have 
reached  the  climax  of  the  economization  of  profit  from  indus- 
trial development:  and  what  is  the  result.?  Each  department 
of  these  great  houses  requires  to  be  put  under  separate  skilled 
management,  which  being  of  a  high  class  commands  a  much 
greater  remuneration  than  that  of  the  former  earner  of  profits 
on  a  smaller  number  of  more  complex  transactions.  The 
remuneration  of  this  official,  too,  is  to  a  great  extent  similar 
to  that  of  the  former  earner  of  profit.  A  large  part  of  the 
remuneration  of  the  former  was  the  reward  of  direct  service ; 
and  the  skill  of  the  latter  being  a  product  of  capital,  part  of 
his  remuneration  must  be  attributed  to  that  source.  The 
remuneration  of  these  hired  servants  thus  contains  an  element 
of  profit  beyond  that  nominally  appearing  in  the  reckonings 
of  his  employers.  The  necessity  of  maintaining  in  sub- 
ordinate positions  so  many  skilled  and  competent  managers, 
moreover,  introduces  an  element  of  weakness  and  a  cause  of 
dissolution  into  these  great  establishments.  Their  earnings 
would  suffice  for  a  decent  profit  in  an  independent  position, 
where  a  greater  future  might  lie  before  them  ;  and  they  are  the 
very  stuff  of  which  mercantile  adventurers  are  made.  It  is  to 
these  causes  it  is  due  that  the  great  mercantile  establishments 
have  never  been  able  to  hold  the  field  against  the  smaller.  If 
the  theory  we  are  considering  were  well  founded,  the  size  of 
mercantile  establishments  would  be  continually  enlarging  with 
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the  diminution  of  profits ;  and  no  establishment  below  the 
standard  magnitude  would  be  able  to  hold  its  ground. 
Instead  of  this  we  find  that  while  competition  always  carries 
forward  a  few  prosperous  houses  in  each  trade  to  a  colossal 
magnitude,  there  is  a  regularly  graduated  and  ever-renewed 
succession  of  smaller  ones  down  to  such  as  are  of  very 
moderate  pretensions ;  while  as  soon  as  any  house  attains 
the  higher  elevations,  it  begins  to  show  symptoms  of  disrup- 
tion or  decay.  This  is  because  the  expenses  of  large  houses 
form  very  good  profits  for  small  ones  ;  and  because  the  latter 
nurse  in  their  own  bosoms  their  future  rivals  and  successors. 

The  other  circumstance  noticed  need  not  detain  us  long. 
The  destruction  of  profits  from  over-competition  is,  as  has 
been  shown,  a  temporary  destruction.  It  never  affects  all 
profits  equally,  or  the  whole  producers  of  a  class  might  be 
swept  away.  But  from  the  graduation  of  profits  and  other 
causes  there  are  in  the  widest  destruction  some  who  sufTer 
little,  and  these  soon  begin  to  reap  advantage  from  the 
disasters  of  others. 

There  is  in  none  of  these  circumstances  anything  to  indi- 
cate a  permanent  decline  of  profits,  and  the  argument  as  far 
as  it  depends  upon  them  is  simply  an  argument  from  false 
analogy.  It  amounts  to  something  like  this :  Profits  decline 
with  the  growth  of  capital,  and  capital  expands  continually 
with  the  growth  of  industry ;  therefore  a  point  will  ultimately 
be  reached  when  profit  ceases  to  be  remunerative.  But  there 
is  here  a  nan  seguitur,  for  the  growth  of  capital  with  which 
profits  decline  is  a  growth  of  capital  unaccompanied  by  an 
expansion  of  demand.  I  have  used  this  form  of  the  argu- 
ment against  the  same  theorists  to  prove  that  capital  cannot 
extend  indefinitely  beyond  the  demands  of  industry;  but 
while  they  refuse  to  admit  the  argument  where  it  is  applic- 
able, to  the  limitation  of  capital  by  the  development  of 
industry ;  they  apply  it  where  it  is  not,  to  the  limitation  of 
production  in  its  ultimate  development  by  profit.  Fortun- 
ately this  application  admits  of  a  logical  refutation. 
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The  special  distinction  of  an   advancing  organization  of 
industry  is,  as  already  said,  that  indirect  labour  and  profit 
enter  into  it  in  continually  enlarging  proportions.     It  is  to 
this   it  owes   its  superior  productiveness ;    and   as   industry 
approaches  its  limit  in  natural  resources,  and  has  accordingly 
a  continually  denser  population  to  support,  it  becomes  more 
and  more  dependent  on  this  complex  organization.     Assum- 
ing, then,  what  may,  perhaps,  be  an  unscientific  assumption, 
that  the  extreme  limits  of  production  have  been  approached, 
what  is  there  in  the  conditions  of  industrial  organization  to 
indicate  that  there  should  be  any  decline  of  profits }     In  the 
analogous  case  of  rent  it  is  perfectly  clear  that  there  would  be 
no  decline  but  a  continuous  increase.      And  there  is  the  same 
reason  for  an  increase  of  profit  as  for  an  increase  of  rent. 
There  would   still   be  a  multitude  of  unprovided  labourers 
dependent  on  capital  for  employment.      There  would  still  be 
the  same   superiority  of  the  provided  over  the  unprovided 
classes.     All   the  wants  of  society  would  still   have  to  be 
provided   for   by  capitalists   and '  skilled   adventurers.      The 
only  possible  reason  for  a  decline  in  the  profits  of  capital  or 
adventure  would  therefore  be  an   excess  in  the  supply  of 
capital  or  adventure.     In  regard  to  the  latter  it  is  sufficient 
to  observe  that  there  is  nothing  in  the  supposed  circumstances 
to  indicate  that  the  supply  of  adventure  would  be  more  in 
excess  of  the  demand  than  at  present 

In  respect  to  capital  the  case  is  much  more  conclusive.  As 
it  has  been  already  shown  that  all  capital  is  derived  from  the 
taxation  of  direct  industry,  the  only  possible  excess  of  capital 
must  result  from  an  excess  of  taxation,  that  is  to  say,  from 
an  excess  of  profit ;  and  as  it  has  also  been  shown  that  no 
excessive  accumulation  of  capital  is  self-sustaining ;  but  that 
all  such  excesses  tend  constantly  to  augment  unproductive 
consumption,  unless  this  excess  is  constantly  renewed  by  fresh 
taxation  it  cannot  be  maintained  ;  that  is  to  say,  that  unless 
there  is  continually  an  excess  of  profit  there  cannot  be  a 
permanent  deficiency. 

T 
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The  argument  of  Ricardo  in  favour  of  the  decline  of  profits 
is  peculiar  ;  and  as  it  will  cause  some  digression  and  repetition, 
I  have  with  considerable  hesitation  admitted  it  into  the  text. 
It  is    exceedingly  difficult,  without    going    into    a   detailed 
criticism  of  the  whole  system  of  artificial  dogmas  and  method 
of  proof  by  partial  illustrations,  to  give  an  accurate  account 
of  it.      To  those  who  accept   his   principles,  however,  the 
argument  is  a  complete   demonstration.     I   must,  therefore, 
endeavour  to  show  wherein  these  are  mistaken.     In  respect 
to  method,  however,  I  must  again  protest  against  the  deriva- 
tion of  results  from    illustrations   expressly  framed    on    the 
assumption   that   they  contain  the  essential  features  of  the 
case;  these  essential  features  being  precisely  the  circumstances 
previously  selected    as   favouring  the   foregone    conclusion. 
Any  one  who  is  satisfied  with  Ricardo's  illustrations  must  be 
extremely  easy  to  satisfy  in  the  matter  of  proof.     To  attempt 
to  determine  on  d  priori  principles  the  rate  of  profits  in  any 
production,  without  either  a  discussion  of  the  general  fluctua- 
tions of  supply  and  demand  on  which  profits  depend,  or  an 
examination  of  the  whole  conditions  of  supply  and  demand 
in  the  particular  case,  may  facilitate  the  proof  of  a  particular 
position,  but   cannot   be   advantageous  to  scientific  inquiry. 
'  General  rise  of  wages,'  *  general  fall  of  profits,'  *  general  rise  of 
raw  material,'  are  terms  which  suggest  a  multitude  of  distinc- 
tions, which  Ricardo  has  not  given  us  data^to  discuss  ;  and  it 
docs  not  facilitate  their  discussion  to  associate  them  with  the 
balance  sheets,  artificially  constructed,  of  a  few  farmers.     As 
to  the  arbitrary  and  artificial  basis  of  the  argument,  it  is  worth 
noticing  that  Ricardo  takes  money  as  a  uniform  standard  of 
value  when  corn  is  at  £4.  and  ;£^io  per  quarter  respectively. 

I  shall  endeavour  to  summarize  Ricardo's  argument  as  far 
as  I  can  do  so  without  having  recourse  to  his  peculiar  terms 
and  illustrations.  Ricardo  assumes  that  the  produce  of  land 
which  enters  into  cultivation  without  paying  rent  is  divided 
between  profits  and  wages,  and  that  all  other  land  pays  rent 
to  the  value  of  the  surplus  produce  beyond  this  amount ;  so 
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that  there  is  still  the  same  amount  of  produce  to  divide 
between  the  farmers  and  labourers.  When  owing  to  an 
increase  of  population,  new  land  is  taken  into  cultivation,  it 
is  less  productive  than  that  last  taken  in ;  but  as  this  new 
land  now  governs  rents  the  farmers  have  less  to  divide  with 
their  labourers ;  and  as  the  diminished  productiveness  in- 
creases the  labour  necessary  to  produce  the  same  amount  of 
produce,  the  wages  of  labour  must  rise  with  the  price  of 
necessaries.  Ricardo  holds  that  the  rise  on  produce  will  only 
be  sufficient  to  enable  the  farmer  who  produces  a  smaller 
quantity  of  it  on  the  new  land  to  sell  it  for  the  same  price  as 
was  formerly  obtained  by  the  farmer  who  produced  more  on 
the  land  which  previously  paid  no  rent,  while  it  will  only 
enable  the  latter  to  pay  his  rent.  There  is  thus  the  same 
amount  to  be  divided  as  before,  Ricardo  curiously  calls  it 
;£'720 ;  and  as  the  labourer  gets  more,  the  farmer  gets  less. 
The  profits  on  all  other  labour  are  determined  by  the  profits 
on  the  production  of  raw  material ;  so  these  having  fallen,  all 
other  profits  fall  with  them.  Three  dogmas  are  presupposed 
as  the  basis  of  the  argument  Wages  invariably  rise  with  a 
rise  in  the  price  of  raw  produce.  Whatever  increases  wages 
necessarily  reduces  profit.  Nothing  affects  profit  but  a  rise 
in  wages. 

I  shall  further  quote  a  few  sentences  from  Ricardo  to  show 
more  fully  the  application  of  his  doctrine.  *  The  natural 
tendency  of  profits,  then,  is  to  fall :  for  in  the  progress  of 
society  and  wealth,  the  additional  quantity  of  food  required 
is  obtained  by  the  sacrifice  of  more  and  more  labour.'  *  As 
soon  as  wages  should  be  equal  to  the  receipts  of  the  farmer 
there  must  be  an  end  of  accumulation ;  for  no  capital  can 
then  yield  any  profit  whatever,  and  no  additional  labour  can 
be  demanded,  and  consequently  population  will  have  reached 
its  highest  point  Long,  indeed,  before  this  period,  the  very 
low  rate  of  profits  will  have  arrested  all  accumulation,  and 
almost  the  whole  produce  of  the  country  after  paying  the 
labourers,  will  be  the  property  of  the  owners  of  land  and  the 
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receivers  of  tithes  and  taxes.'  *  I  have  already  said,  that  long 
before  this  state  of  prices  was  become  permanent,  there 
would  be  no  motive  for  accumulation :  for  no  one  accumu- 
lates but  with  a  view  to  make  his  accumulation  productive, 
and  it  is  only  when  so  employed  that  it  operates  on  profits. 
Without  a  motive  there  could  be  no  accumulation,  and  con- 
sequently such  a  state  of  prices  never  could  take  place.* 
'  When  the  accumulation  of  capital,  however,  becomes  very 
great,  notwithstanding  this  (its)  increased  value,  it  will  be  so 
distributed  that  a  less  value  than  before  will  be  appropriated 
to  profits,  while  that  which  is  devoted  to  rent  and  wages  will 
be  increased.'  *  In  all  countries  and  all  times,  profits  depend 
on  the  quantity  of  labour  requisite  to  provide  necessaries  for 
the  labourers,  on  that  land  or  with  that  capital  which  yields 
no  rent*  Ricardo,  it  may  be  further  observed,  contends  that 
not  only  the  rate  but  the  aggregate  amount  of  profits  will 
decline  with  the  growth  of  capital,  although  the  passages  in 
which  he  proves  this  are  too  long  to  quote. 

I  have  no  desire  to  dispute  with  Ricardo  as  to  what  might 
happen  in  inconceivable  circumstances.  Neither  will  I  dis- 
pute the  general  proposition  that  the  profit  on  the  production 
of  raw  material  may  form  a  natural  basis  for  profit ;  for, 
indeed,  the  productiveness  of  raw  material  forms,  as  I  have 
already  said,  the  basis  alike  of  rent,  profit  and  wages  ;  but  if 
we  take  this  as  a  basis  of  profit,  it  must  be  as  a  unit  of 
measurement,  not  as  a  basis  of  equality ;  what  I  deny,  how- 
ever, is  that  Ricardo  has  shown  any  reason  for  the  hypothesis 
that  profits  decline  with  the  growth  of  wealth  and  population  ; 
or  that  he  has  really  discussed  the  true  conditions  of  the 
problem  at  all.  Ricardo's  argument  on  profit  is  in  fact  the 
reductio  ad  absurdum  of  the  mechanical  form  of  his  theory  of 
rent ;  and  shows  the  danger  of  trusting  to  such  dogmatic 
abstractions  instead  of  discussing  the  real  facts  of  the  ques- 
tion concerned. 

Ricardo's  absolute  confidence  in  the  infallibility  of  his 
premises  has  led  him  to  omit  one  part  of  the  proof  of  his 
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position,  which  it  would  be  very  desirable  to  have  supplied  ; 
namely,  to  show  what  special  weakness  there  is  in  profit  to 
lead  us  to  expect  that  it  should  be  squeezed  out  in  the 
manner  he  describes  between  rent  and  wages.  This  omission 
is  in  fact  fatal  to  the  whole  argument,  and  shows  at  once  the 
point  at  which  it  may  be  pierced.  A  similar  argument  might 
be  applied  with  equal  force  to  rent  or  wages,  if  Ricardo  chose 
to  assign  a  similar  fixity  to  the  other  two.  Ricardo  has  in 
fact  written  his  own  refutation,  when  he  very  properly  says  in 
one  of  the  passages  I  have  quoted,  that  without  a  motive  there 
could  be  no  accumulation.  Without  a  motive,  likewise,  there 
will  be  no  cultivation.  Ricardo  seems  to  imagine  that  the 
growth  of  population  forces  the  cultivator  on  to  one  after 
another  of  diminishingly  productive  soils,  to  the  inevitable 
reduction  of  the  rate  of  profit  of  the  whole  mass  of  previously 
employed  industry ;  while  if  this  necessity  of  going  down 
upon  a  less  productive  soil  could  be  avoided,  producers  might 
go  on  indefinitely  making  their  old  rates. of  profit  as  before. 
The  mere  necessities  of  additional  labourers  would  not  cause 
more  land  to  be  cultivated  unless  the  demand  of  these 
labourers  was,  either  actually  or  prospectively,  eflFective. 
According  to  Ricardo's  own  theory  of  profit  this  ought  to 
have  put  a  stop  to  his  speculation  at  once ;  for  profits  being 
equal,  the  only  land  that  should  be  cultivated  should  be  the 
land  which  would  yield  the  accustomed  profits  of  stock. 
Ricardo  ought  thus  to  have  proved  that  the  progress  of 
cultivation  could  never  be  carried  on  at  the  expense  of 
profit. 

The  motives  which  actually  lead  to  the  extension  of  cul- 
tivation have  been  already  shown.  Where  cultivation  goes 
beyond  the  self-sustaining  level,  the  motive  on  the  part 
of  the  proprietor  is  prospective  rent,  on  the  part  of  the  cul- 
tivator prospective  profit ;  and  without  spare  capital  to  expend 
on  the  enterprise,  neither  landlord  nor  tenant  could  extend  cul- 
tivation beyond  the  remunerative  level.  I  have  pointed  out 
that  the  limit  of  cultivation  arbitrarily  established  by  Ricardo 
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is  neither  the  self-sustaining  nor  the  actual  limit  The  self- 
sustaining  limit  is  higher  than  Ricardo  has  fixed  it,  and 
includes  both  rent  and  remunerative  profit ;  the  actual  limit 
is  lower,  and  neither  includes  rent  nor  profit.  Ricardo 
makes  the  land  which  is  cultivated  without  rent,  not  only 
the  measure  of  profit  and  of  wages,  but  of  market  value. 
Did  it  ever  occur  to  Ricardo  to  inquire  whether  this  land 
was  all  of  the  same  degree  of  fertility  ?  If  it  is  not,  which 
determines  the  price  ?  It  cannot  be  that  which  pays  the 
accustomed  profit ;  otherwise  profits  would  never  fall.  It 
cannot  be  the  least  productive,  else  a  reckless  landlord  by 
cultivating  a  piece  of  ground  which  did  not  pay  for  the 
labour  might  entirely  put  an  end  to  profit  in  a  single  year. 
If  it  should  be  said  that  it  is  that  portion  which  is  brought 
into  cultivation  not  speculatively,  but  under  constraint  of 
demand,  then  demand  to  constrain  production  ought  to  be 
effective,  that  is  to  say,  it  ought  to  offer  at  least  the  accus- 
tomed profit ;  so  that  we  are  brought  back  to  the  same  point 
as  before. 

Ricardo  has  completely  misconceived  the  law  of  demand 
by  which  production  is  regulated.  He  has  done  so  because 
he  has  refused  to  look  at  the  processes  of  exchange  through 
which  that  law  operates.  He  indeed  admits  fluctuations  of 
price  and  of  production ;  but  he  admits  them  only  to  treat 
them  with  contempt  For  him  they  are  mere  adjustments, 
which  take  place  in  the  largest  and  most  widely  diffused 
industries  with  the  regularity  of  the  stock  exchange.  Hence 
in  his  theories  they  have  no  place.  This  omission  vitiates 
his  argument  throughout  To  it  are  to  be  attributed  all 
those  rigid  dogmas  which  are  in  direct  contradiction  to 
experience.  Ricardo  talks  vaguely  of  the  consumer ;  but  if 
he  had  taken  the  trouble  to  inquire  who  the  consumer  is 
it  would  have  thrown  more  light  upon  his  problem  than 
all  his  subtilties.  Two  signal  errors  have  resulted  from  this 
omission.  The  first  is  of  a  very  singular  kind.  Having 
eliminated  rent,  Ricardo  keeps  it  eliminated.     For  him  the 
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only  source  of  profit  is  the  remainder  of  produce  after  rent 
has  been  deducted.  He  draws  the  gloomy  picture,  as  will 
be  remembered,  of  almost  the  whole  produce  of  the  country 
becoming  the  property  of  the  owners  of  land  and  the  re- 
ceivers of  tithes  and  taxes.  Ricardo's  land-owner  is  about 
as  short-sighted  a  reasoner  as  the  man  in  the  parable  who 
proposed  to  build  greater  bams  in  order  that  he  might  enjoy 
ease  for  many  years  on  his  accumulated  produce.  He  at 
least  forgets  this  world  as  completely  as  the  other  forgot 
the  ilext.  It  is  worth  noting  that  Ricardo  so  far  forgets  his 
principles  that,  while  he  makes  rent  barely  the  price  of 
natural  agents,  he  assumes  it  to  be  paid  in  money.  If  the 
proprietor  receives  his  rent  in  money,  he  already  receives 
more  than  is  due  ;  and  he  receives  it,  only  because  he  cannot 
retain  it,  in  that  form.  He  must  become  the  customer  of 
the  farmer  for  com  ;  and  his  custom  and  that  of  his  depend- 
ents adds  to  the  demand  which  determines  the  profit  of  the 
farmer.  The  natural  rent  of  land  is  raw  produce.  And  if 
Ricardo's  principles  are  sound,  the  landlord  ought  to  receive 
his  rent  in  this  form,  and  bury  it  in  pits  or  store  it  out  of 
sight.  Then  the  produce  which  paid  no  rent  would  deter- 
mine all  profits,  because  it  would  be  the  only  produce ;  but 
besides  this  there  is  the  produce  which  is  rent :  and  this 
produce  has  as  much  influence  in  determining  profits 
as  the  other,  and  is  not  conditioned  by  the  law  whicl\ 
conditions  the  other.  According  to  Ricardo  we  are  to  be- 
lieve that  when  the  landlords,  the  clergy  and  the  government, 
get  nearly  the  whole  produce  of  the  country  into  their  own 
hands,  they  will  prove  such  churlish  managers  that  while 
they  will  not  refuse  to  pay  wages  to  labourers,  they  will 
allow  industry  to  perish  rather  than  pay  an  adequate  profit 
to  those  by  whom  their  labour  is  directed.  But  these  parties 
receive  their  produce  on  very  different  terms  from  the  least 
privileged  producers.  The  more  cultivation  is  extended  the 
larger  is  their  share  ;  and  they  cannot  utilize  this  produce 
without  paying  adequate  profits  to  those  who  conduct  the 
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various  industrial  processes  necessary  to  utilize  it  They 
will  therefore  pay  profits  according  to  their  own  demand 
without  the  least  regard  to  the  limits  set  them  by  Ricardo. 
The  whole  of  rent  in  order  to  be  utilized  has  to  pass  into 
the  forms  of  wages  and  profit.  Thiis  we  see  that  not  one 
part  of  raw  produce,  but  the  whole  of  it,  is  concerned  in  the 
determination  of  profit ;  and  that  when  Ricardo  complains 
of  profit  being  swallowed  up  in  rent,  he  is  like  a  man  who 
goes  about  lamenting  the  destruction  of  life  which  will  ensue 
when  all  the  oxygen  gets  swallowed  up  in  air. 

The  second  error  of  Ricardo,  and  that  which  has  blinded 
him  through  the  whole  process,  is  the  assumption  of  the 
equality  of  profits.  The  correction  needed  to  overturn  the 
whole  dogmatism  of  Ricardo  is  that  profits  are  not  only 
differential  like  rent ;  but  like  rent  the  range  of  their  differ- 
ences expands  with  the  growth  of  production.  Ricardo's 
correlative  dogmas  that  whatever  increases  wages  necessarily 
reduces  profit ;  and  that  nothing  affects  profit  but  a  rise  in 
wages,  are  thus  wholly  fallacious.  The  first  has  already  been 
dealt  with.  The  second  depends  entirely  on  the  theory  of 
equality.  It  is  true  that  Ricardo  aflSrms  it  only  of  general 
profits  ;  and  it  may  very  possibly  be  true  of  general  profits : 
but  it  unfortunately  happens  that  there  are  no  such  things  as 
general  profits.  There  are  only  particular  profits  ;  and  as  no 
particular  profits  are  determined  in  this  way,  this  cannot  be  a 
general  law  of  profits.  In  all  profits  there  are  numerous 
elements  of  difference,  as  already  noticed,  in  situation,  skill, 
and  other  advantages.  There  is  a  large  difference,  noticed,  as 
we  have  seen,  with  complacency  by  John  Stuart  Mill,  in  the 
liberality  of  customers.  This  source  of  difference  exists 
largely  in  rent.  The  proprietor  is  a  wealthy  buyer,  and 
wherever  wealth  exists  this  cause  of  difference  in  profits  will 
be  found.  If  we  take  the  case  of  the  production  of  raw 
material  itself,  we  shall  find  that  Ricardo  is  entirely  in  error 
on  two  points  essential  to  his  argument.  There  is  no  such 
wooden   partition  between  rent  and  profit  as  he  imagines. 
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There  is  no  scale  of  rents  based  on  an  equality  of  produce. 
The  landlord  has  as  much  need  of  the  tenant  as  the  tenant 
has  of  the  landlord ;  and  a  tenant  is  not  to  be  picked  up  on 
the  street  on  the  first  inquiry.  The  business  of  a  cultivator, 
or  other  exploiter  of  raw  produce,  requires  certain  qualities 
which  can  only  be  had  by  training,  and  for  which  the  price  of 
training  must  be  paid.  It  is  the  interest  of  the  landlord  to 
find  a  man  possessed  of  these  qualities  in  a  superior  degree, 
or  his  rent  will  necessarily  be  deficient ;  and  to  secure  such  a 
man  he  must  offer  him  corresponding  advantages.  The  man 
who  cultivates  outside  land  for  a  low  profit  is  an  outside 
cultivator,  as  the  landlord  for  whom  he  cultivates  is  an  outside 
landlord.  The  second. point  on  which  Ricardo  has  erred  is 
the  way  in  which  this  outside  cultivation  affects  profits.  We 
have  already  seen  that  to  sustain  the  outside  cultivation 
requires  both  means  and  a  motive.  The  means  are  supplied 
by  the  very  productiveness  of  the  more  favourably  placed 
industries  ;  and  the  motive  exists  in  the  superior  profits  of  the 
industry  attacked.  In  this  respect  the  production  of  raw 
material  is  no  exception  to  other  industries.  If  it  were  true 
that  efforts  to  extend  production  immediately  destroyed  the 
profits  of  existing  production,  such  efforts  would  be  very 
short-lived.  It  is  true  that  all  unremunerative  production 
tends  to  reduce  profit ;  but  it  does  so  only  in  proportion  to  the 
quantity  of  produce  it  sends  to  the  market  A  very  small 
quantity  of  surplus  produce  would  serve  entirely  to  ruin 
profits  if  demand  were  inelastic ;  but  as  a  small  reduction 
of  price  generally  gives  a  considerable  increase  of  demand,  it 
takes  a  large  amount  of  surplus  produce  seriously  to  affect 
the  profits  of  the  more  advantageously  situated  producers ; 
and  when  this  large  addition  of  produce  is  forced  upon  the 
market  many  producers  are  ruined ;  production  is  corres- 
pondingly diminished,  and  profits  revive  again.  In  this  way 
the  production  of  raw  material  is  prevented  from  permanently 
passing  the  limits  of  profit,  just  as  other  industries  are.  No 
unremunerative  industry  is  carried   on  but  with  a  view  to 
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future  profit.  When  land  is  cultivated  below  the  self-sustain- 
ing level,  it  is  either  in  course  of  time  raised  up  to  it,  or  its  culti- 
vation is  abandoned.  Although  such  efforts  of  unremunerative 
industry  may  incessantly  be  repeated,  in  this  as  in  far  less 
hopeful  directions,  particular  enterprises  can  never  be  per- 
severed in  except  on  condition  of  their  becoming  profitable ; 
and  the  spring  of  all  such  enterprises  being  the  profits  of 
other  industries,  although  they  may  be  carried  on  to  an 
extent  very  injurious  to  the  economical  development  of 
industry  as  a  means  of  meeting  the  real  wants  of  society,  they 
can  never  be  carried  to  the  permanent  destruction  of  profit ; 
seeing  the  destruction  of  capital  they  occasion  is  itself  the 
cause  of  the  revival  of  profit.  Nor  must  these  losses  of  capital 
be  considered  as  a  set-off  against  the  aggregate  amount  of 
profits ;  but  rather  as  an  indication  of  their  inexhaustible 
abundance  ;  seeing  it  is  a  succession  of  superabundant  profits 
that  are  thrown  away  in  these  efforts. 

The  extent  of  demand  in  a  great  industry  cannot  be  calcu- 
lated with  the  promptitude  assumed  in  Ricardo's  theory,  and 
the  delay  is  attended  with  important  results  of  which  he  does 
not  take  account  When  a  farmer  finds  from  the  prices 
of  successive  years  that  grain  is  being  over-produced,  he 
diminishes  his  production,  or  turns  his  attention  to  other 
produce ;  but  he  will  not  do  so  at  a  single  warning  ;  and  if 
his  means  are  not  large,  or  his  margin  of  profit  considerable, 
he  will  probably  be  too  late  in  taking  remedial  measures,  and 
will  be  compelled  to  succumb  altogether.  Meantime  the 
speculator  steps  in  to  regulate  the  errors  of  the  producer,  and 
takes  care  to  add  a  handsome  profit  to  the  cost  of  the  con- 
sumer. There  are  thus  numerous  conditions  of  price  of  which 
Ricardo's  theory  takes  no  account.  The  whole  of  these  fixed 
dogmas  of  Ricardo,  accordingly  are  a  logical  illusion ;  and  it 
cannot  be  too  strongly  urged  that  industry  is  subject  to  no 
such  mechanical  laws  as  he  lays  down  for  it;  and  that  the 
teaching  of  such  doctrines,  instead  of  a  means  of  enlighten- 
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ment,  forms  a  mere  veil  to  cover  the  facts  from  which  the  true 
laws  of  industry  are  to  be  deduced. 

One  point  remains  on  which  Ricardo  is  substantially  right ; 
though  here  also  he  is  to  be  charged  with  unguarded  teaching. 
I  allude  to  the  position  of  the  labourer.  It  is  upon  him,  as 
the  weakest  and  most  .exposed  member  of  the  industrial 
system,  that  the  brunt  of  its  errors  and  excesses  ultimately 
falls.  Not  that  others  escape  all  inconvenience  ;  but  while 
others  suffer  as  individuals,  the  labourers  suffer  as  a  class.  If 
I  have  placed  the  limit  of  self-supporting  industry  higher 
than  Ricardo,  in  conditioning  it  by  the  maintenance  both  of 
rent  and  profit ;  this  affords  no  relief  to  the  labourer,  whose 
remuneration  is  determined  by  the  productiveness  of  his 
labour  relatively  to  the  other  demands  on  it ;  and  if  it  has 
been  shown  that  labour  is  systematically  pushed  beyond  the 
self-sustaining  limit,  this  cannot  render  direct  labour  more 
remunerative,  but  must  subject  it  to  temporary  if  not  to  per- 
manent loss.  It  is  one  of  the  many  evils  attending  efforts  of 
over-production  that  the  demand  for  labourers  of  a  particular 
kind  is  extended  beyond  what  demand  will  permanently 
sustain.  When  this  has  taken  place  capitdl  can  do  nothing 
for  them  ;  but  retires  and  leaves  them  to  charity  or  starvation. 
Moreover  the  tendency  of  the  continuous  aggressive  action 
of  capital  is  to  carry  labour  down  to  a  lower  point  of  re- 
muneration by  increasing  the  number  of  labourers  beyond  the 
limit  of  previously  self-supporting  industry.  Ricardo  makes 
the  normal  remuneration  of  the  labourer  the  means  of  support 
and  of  reproducing  his  species.  It  is  not  a  very  high  standard ; 
but  he  is  somewhat  dogmatic  about  its  maintenance,  and 
especially  about  its  conditioning  profit.  Now  in  this  I  think 
Ricardo  is  entirely  in  the  wrong.  When  he  says  that  a  rise 
in  raw  produce  is  always  accompanied  by  a  rise  in  wages,  he 
is  not  reasoning  from  the  necessity  of  the  case,  but  only  from 
a  limited  empirical  observation.  It  is  true  this  statement  of 
Ricardo's  must  be  taken  with  some  reservation.  By  a  very 
simple  process  of  reasoning  value  comes  in  the  system  of 
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Ricardo  to  signify  pounds  sterling.     He  maintains  that  the  ex- 
change value  of  commodities  is  determined  by  the  quantity  of 
labour   they  contain ;    and   for   convenience  (except   in   the 
chapter  on  foreign  trade)  he  considers  the  value  of  the  pound 
to  be  constant.     Thus  while  Ricardo  maintains  that  labour 
always  rises  with  the  rise  of  raw  material,  he  admits  that  the 
labourer   may  be  worse   provided.      His   heresy  consists   in 
maintaining  that  he  must  be  provided  for  in  any  way  at  the 
expense  of  profit.     There  is  no  reason,  apart  from  an  effective 
demand  for  his   labour,  why  a  labourer  should  receive  the 
means  of  maintenance.     Such  a  demand  may  be  created  by 
the  aggressive  efforts  of  capital,  where  a  profit  does  not  result 
from  it.     But  while   the  remuneration  of  the  labourer  will 
necessarily  be   cut  down   to  the  lowest  point  by  the  unre- 
munerative  nature  of  the  enterprise,  it  cannot  be  assured  of 
permanence  even  at  the  lowest   point     Accordingly  when 
labourers  are  encouraged  to  increase  beyond  the  point  up  to 
which  their  labour  can  be  rendered  productive,  one  of  two 
things  must  happen.     If  the  excess  of  numbers  is  not  great 
enough  to  force  a  change  of  habits  on  the  class,  it  will  be 
eliminated,  as  the  result  of  an  unequal  struggle,  by  natural 
agents  of  destruction  ;  if  it  is  great  enough,  the  habits  of  the 
class  will  be  changed.     In  determining  the  condition  of  the 
labourer  custom,  and  the  conditions  of  society  are  always  the 
immediately  prevalent  forces.     If  these  determine  that  the 
labourer  should  be  properly  housed  and  clad,  and  that  his 
children  should  be  educated,  the  labourer  who  cannot  comply 
with  these  conditions  will  be  warred  against  by  natural  forces 
and  eliminated  from  the  industrial  system  as  surely  as  if  what 
he  had  failed  to  provide  were  the  barest  necessaries  of  life. 
But  the   means  of  maintenance  and  production   are   not  a 
fixed  limit.     No  one  can  say  how  far  they  can  be  carried  on 
the  descending  scale.     If  population  is  insensibly  carried  on 
by  the  aggressive  action  of  competition,  neither  these  nor  any 
other  social   conditions   of   acquired   civilization   will   stand 
against  it,  or  be  able  to  prevent  its  gradually  deteriorating  the 
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habits  of  labourers ;  but  however  far  this  deterioration  may 
be  carried  it  will  not  affect  the  growth  of  profits  as  long  as  it 
does  not  affect  the  growth  of  industry. 

A  more  important  inquiry  remains.  Is  there  any  reason 
to  believe  that  as  industry  approaches  its  final  development 
there  will  be  any  tendency  to  a  better  poising  and  equilibrium, 
to  a  more  economical  adjustment  of  its  forces  ?  I  believe 
there  is  none.  With  at  most  a  single  exception,  all  the 
causes  of  perturbation  will  remain  unaltered.  There  will  be 
the  same  dependence  of  the  many  upon  the  few  ;  the  same 
fluctuations  of  crops  and  seasons  ;  the  same  speculative 
eagerness  to  take  advantage  of  them  for  private  gain ;  there 
will  be  the  same  periodical  excesses  of  production  ;  for  if 
we  suppose  these  limited  in  certain  directions  by  the  limita- 
tion of  supply  of  raw  material,  they  cannot  be  equally 
limited  in  all ;  and  the  very  eagerness  to  secure  a  supply 
of  the  necessarily  limited  commodities,  will  give  additional 
stimulus  to  production  in  other  directions.  The  only  differ- 
ence will  be  the  loss  of  the  stimulus  of  an  expanding  in- 
dustry ;  but  as  the  character  of  natural  limits  will  not  be 
changed,  the  same  efforts  at  expansion  will  be  made,  only 
with  diminished  results.  Population  repressed  by  natural 
agencies  will  continue  to  fluctuate  about  its  limits  ;  capital 
will  be  expended  unprofitably  on  efforts  to  maintain  or  extend 
the  productiveness  of  natural  agents ;  and  even  if  we  make 
the  extreme  supposition  that  all  communities  have  ap- 
proached their  limits  at  once,  there  will  be  the  illusive  hopes 
of  commercial  advantage,  and  a  probably  intensified  struggle 
to  realize  them.  There  is,  then,  no  hope  that  the  mere 
approach  to  the  limit  of  industrial  development  will  allay 
the  intensity  of  the  struggle  of  industrial  competition,  or 
moderate  the  inevitable  excess  of  taxation  to  which  direct 
industry  is  subjected  by  it. 

We  are  now  in  a  position  to  take  a  general  view  of  the 
operation  of  the  fundamental  law  of  limitation.  The  ope- 
ration of  that  law  is  conditioned  not  by  the  decline,  but  by 
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the  maintenance  of  profits  as  well  as  of  rent  From  this 
it  follows  inevitably  that  the  pressure  it  exercises  upon 
direct  labour  is  not  alleviated  by  any  redistribution  of  labour. 
When  a  pressure  is  felt  from  any  cause  upon  the  labouring 
classes,  numerous  schemes  are  usually  propounded  for  alle- 
viating it  by  a  redistribution  of  labour.  We  have  at  present 
nothing  to  do  with  the  value  of  these  schemes  ;  but  what  is 
to  be  noted  is  that  there  is  no  such  provision  in  the  working 
of  the  actual  organization  of  industry.  In  saying  that  a  pres- 
sure on  industrial  resources  will  not  lead  to  redistribution  of 
labour,  I  do  not  mean  such  a  distribution  of  labour  among 
the  various  branches  of  industry  as  is  determined  by  their 
relative  productiveness.  I  mean  a  redistribution  in'  favour 
of  industrial  as  opposed  to  non-industrial  labour.  The 
common  impression,  favoured  by  the  ordinary  teaching  of 
economy,  is  that  when  a  community  approaches  the  limit  of 
its  natural  resources  there  will  be  something  of  the  nature 
of  an  industrial  crisis  or  dead-block,  which  will  command 
attention  from  all  quarters,  and  compel  the  most  stringent 
measures  to  be  taken  to  meet  it  This  view  is  convenient 
as  well  as  natural,  as  it  removes  all  application  of  Malthusian 
theories  into  the  remote  distance.  If  economists  do  not 
share  to  the  full  extent  the  vulgar  prejudice,  they  at  all 
events  encourage  it  by  parallel  expectations  of  signs  in  the 
heaven  of  economy.  There  is  no  ground  for  these  expec- 
tations. The  one  simple  phenomenon  by  which  alone  a 
pressure  upon  natural  resources  is  ever  indicated  is  an  in- 
creasing hardness  in  procuring  the  means  of  subsistence 
to  the  unprovided  classes  of  all  kinds. 

The  maintenance  of  rent  and  profit  necessarily  implies  the 
maintenance  of  non-productive  service.  But  further  it  has 
been  shown  that  with  the  progress  of  industry  both  rent 
and  profit  tend  to  increase,  and  this  entirely  irrespective 
of  the  comfort  or  prosperity  of  the  dependent  masses;  so 
that  the  tendency  of  industrial  progress  is  rather  to  the 
increase  of   the  non-industrial   class.      The    proposition   I 
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maintain,  accordingly,  is  that  every  increase  of  population 
and  of  industry  in  a  community,  whether  it  is  attended  by 
an  increase  or  diminution  of  comfort  to  the  labouring  classes, 
is  profitable  to  the  privileged  classes  :  it  gives  them  more 
servants  both  industrial  and  non-industrial,  whether  these 
servants  are  well  or  ill-paid. 

This  shows  plainly  the  direction  in  which  indications  of 
pressure  on  production,  and  of  over-population,  are  to  be 
looked  for :  the  accidents  of  fortune  affect  individuals  of  all 
classes  alike  ;  but  the  elimination  of  the  individual  leaves  the 
condition  of  the  class  unchanged.  It  must  also  Be  under- 
stood, and  will  presently  be  adverted  to,  that  there  is  a  class, 
as  well  as  a  general  problem  of  population.  But  a  pressure 
of  production  is  distinguished  from  the  common  accidents 
of  fortune  by  being  a  pressure  not  upon  individuals,  distin- 
guished from  others  by  their  own  conduct  or  circumstances, 
but  upon  the  whole  class  of  unprovided  labourers  as  such  ; 
and  from  a  class  problem  of  population  in  the  two  circum- 
stances that,  while  its  existence  is  determined  not  by  the 
conduct  of  any  class  of  the  community  exclusively,  but  by 
that  of  the  whole,  it  is  the  outside  circle  of  unprovided 
labourers  towards  which  the  pressure  gravitates,  and  in  which 
it  makes  itself  permanently  felt 

When  the  limit  of  a  community's  resources  is  reached, 
if  we  may  suppose  such  a  circumstance,  there  will  ac- 
cordingly be  no  change  in  the  aspects  or  pursuits  of  society. 
Specifically  that  limit  is  the  power  of  natural  resources  to 
yield  to  a  definitely  limited  number  of  labourers,  whose  own 
subsistence  depends  upon  the  success  of  their  efforts,  means 
of  subsistence  for  the  whole  community.  Then  as  now,  there 
will  be  affluence  and  luxury  contrasted  with  poverty  and 
privation  ;  then  as  now,  capital  will  be  expended  unprofitably 
on  misdirected  efforts  to  extend  the  limits  of  production, 
or  to  alter  the  distribution  of  its  products ;  and  then 
as  now,  it  will  be  re-collected  at  the  expense  of  direct 
labour ;   then   as   now,  population  will   be   prevented  from 
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exceeding  the  limits   of  productiveness   by  natural  agents 
of  destruction. 

What  is  this  but  to  say  that  there  is  no  other  problem  of 
population  but  that  which  is  present,  and  has  always  been 
present,  with  human  society  from  the  commencement  ?  As 
soon  as  a  community  gets  over  the  difficulty  of  finding 
population  sufficient  to  organize  its  industry,  it  begins  to 
suffisr  from  over-population.  The  actual  limits  of  population 
are  determined  by  actual  habits  of  industry  and  consump- 
tion :  neither  of  these  are  unchangeable,  but  neither  is 
changed  without  effort  and  difficulty ;  and  when  population 
begins  to  press  upon  these  limits,  it  is  not  in  the  power  of 
individuals  to  alter  either  of  them.  Labour  is  a  common 
enterprise,  and  must  be  carried  on  by  common  laws  ;  and  the 
arrangements  of  the  social  organization  do  not  permit  indi- 
viduals materially  to  alter  the  habits  of  expenditure  of  their 
class.  The  individuals  who  cannot  maintain  these  habits, 
unless  supported  by  some  external  and  eleemosynary  means, 
are  accordingly  crushed  and  eliminated  from  the  syst-em. 
This  is  the  problem  of  population ;  and  the  only  circum- 
stances which  alter  its  aspects  are  the  greater  or  less  degrees 
of  pressure  to  which,  according  to  established  habits, 
the  exposed  classes  are  subjected,  and  the  prudential 
preparations,  social  or  industrial,  which  are  made  to  meet 
the  emergency. 

The  position  of  the  classes  exposed  to  the  pressure  result- 
ing from  this  law  of  limitation  demands  a  little  attention. 
As  already  indicated,  I  do  not  agree  with  Dr.  Chalmers  that 
the  remuneration  of  employers  and  labourers  respectively 
depends  upon  their  respective  habits ;  but  hold,  on  the  con- 
trary that  the  difference  of  habits  of  the  two  classes  is  the 
result  of  the  difference  of  their  opportunities.  There  is  no 
doubt  a  problem  of  population  for  the  class  of  employers  as 
well  as  for  the  class  of  labourers ;  but  as  capital  itself  is 
independent  of  this  problem,  it  may  be  considered  as  affect- 
ing rather  the  individuals  who  compose  the  class  than  the 
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class  itself.  This  problem,  too,  though  it  may  synchronize 
with,  is  not  dependent  on  the  general  problem.  The  num- 
bers of  employers,  and  of  the  class  of  skilled  labourers  from 
whom  they  are  drawn,  is  conditioned  by  the  demand  for 
their  services.  Every  increase  of  industry,  creates  additional 
demand  and  provides  additional  remuneration  for  them. 
They  may  at  any  time  increase  beyond  the  demand  for 
their  services  ;  but  there  is  no  necessary  connexion  between 
the  growth  of  the  demand  and  the  circumstance  of  its  being 
/exceeded  by  the  supply,  except  in  .the  common  circumstances 
which  tend  to  produce  both  together.  When  the  supply  does 
exceed  the  demand,  however,  the  phenomenon  of  a  class 
over-population  is  produced.  The  only  thing  it  will  be 
necessary  to  remark  respecting  this  phenomenon  at  present 
is,  that  in  as  far  as  it  affects  the  relation  of  the  class  to  that 
of  direct  labourers  the  internal  difficulty  does  not  alleviate, 
but  rather  aggravates  the  external  pressure.  The  fact  that 
it  has  to  maintain,  too  many  masters  does  not.  render  the 
dependence  of  the  lower  class  less  complete.  That  upon 
which  the  relative  remuneration  of  employers  and  labourers 
fundamentally  depends  is  the  relative  strength  of  the  parties. 
As  we  shall  afterwards  have  occasion  to  see  more  fully,  the 
unprovided  labourer  in  a  state  of  isolation  is  always  weak 
relatively  to  the  employer  who  has  the  means  of  giving  him 
work.  It  is  thus  only  the  competition  of  employers  among 
themselves  that  can  do  anything  for  the  labourer.  When 
employers  are  too  numerous,  each  of  them  must  be  main- 
tained while  the  over  competition  lasts  ;  and  as  there  is 
nothing  to  maintain  them  from  but  the  proceeds  of  direct 
labour,  the  advantages  which  labourers  derive  from  their 
competition  must  in  great  measure  be  illusory.  If  the  origin 
of  capital  is  considered,  it  will  be  apparent  how  absurd  it  is 
to  suppose  that  low  profits  maintained  by  over-accumulation 
of  capital  can  be  advantageous  to  labourers.  It  is  only  by 
a  superfluous,  and   therefore   excessive    taxation    of   direct 

labour,  that  the  excess  of  capital  can  be  maintained ;  and  if 

u 
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the  excess  is  only  periodical,  it  is  unreasonable  to  suppose 
that  as  much  will  be  returned  to  labourers  by  the  competition 
of  this  superfluous  capital  as  was  taken  from  them  to  create 
it.  Besides  the  waste  which  over-production  necessarily 
occasions,  a  large  part  of  the  surplus  capital  will  probably 
be  lent  abroad  ;  at  best  to  stimulate  foreign  industry,  as  likely 
to  stimulate  foreign  wars.  Whatever  benefit  such  invest- 
ments may  yield  to  the  individuals  who  make  them,  their 
advantage  to  the  community  from  whose  industry  the  capital 
has  been  drawn  is  of  the  most  remote  and  contingent  kind. 
On  the  other  hand,  high  profits  unquestionably  tend  to  high 
expenditure.  The  natural  aim  or  destiny  of  high  profits  is, 
of  course,  to  extend  the  industry  that  yields  them;  but 
though  they  afford  opportunities  and  yield  inducements  to 
investment,  they  also  afford  to  those  who  actually  earn  them, 
strong  and,  indeed,  irresistible  temptations  to  luxurious  ex- 
penditure ;  so  that  unless  they  attracted  capital  from  without, 
the  growth  or  recovery  of  industry  under  their  influence 
would  be  much  less  rapid  than  it  is.  There  is  thus  nothing 
in  the  fluctuations  of  industry  to  lessen  the  dependence  of 
the  labouring  class  upon  the  classes  above  them.  These 
fluctuations  represent  merely  the  excesses  of  a  management 
to  which  it  is  naturally  subject ;  and  for  which  accordingly 
it  has  to  pay.  Moreover,  it  is  the  employer  who  controls  the 
division  of  the  proceeds  of  industry ;  and  there  is  nothing  in 
the  nature  of  the  industrial  organization  to  compel  him  to 
pay  the  labourer  an  adequate  maintenance.  All  that  he  is 
bound  to  pay  him  is  the  current  rate  of  wages.  In  this  re- 
spect the  free  labourer  is  worse  off  than  a  serf.  The  man  who 
has  a  personal  dependent,  unless  he  trusts  to  the  less  remuner- 
ative method  of  cruelty,  is  obliged  not  only  to  feed,  but  to 
some  extent  to  indulge  him,  in  order  to  induce  him  to  work  ; 
but  the  man  who  has  a  free  labourer  has  nothing  to  do  but 
to  pay  him.  This  is  the  main  difference  between  a  feudal, 
or  servile,  and  a  free  system  in  regard  to  the  cultivation  of 
the  land.     The  proprietor  in  the  one  case  has  as   much 
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interest  in  full  cultivation  as  in  the  other ;  but  he  has  not 
equal  means  or  power  to  command  it  Where  the  labourer, 
then,  is  intrinsically  weak ;  and  where  he  profits  nothing  by 
the  change  of  masters,  who  merely  consume  his  substance 
by  frequently  inadequate  management,  reaping  a  larger 
reward  than  they  are  entitled  to,  until  they  are  superseded 
for  incompetence,  to  be  succeeded  after  a  brief  interval  by 
others  who  are  no  better ;  his  natural  reward  gravitates  to  the 
point  assigned  by  Ricardo,  of  mere  maintenance  together 
with  the  means  of  reproducing  his  species ;  and  in  the  fluc- 
tuations from  this  standard,  it  is  as  liable  to  fall  below  as  to 
rise  above  it*  From  this  examination  also  it  is  to  be  deduced 
that  no  permanent  improvement  of  the  labourer's  position 
from  the  mere  working  of  the  industrial  organization  can  be 
effected,  without  two  things,  which  the  actual  organization 
of  industry  does  not  give  him.  Without  some  vantage  ground 
to  enable  him  at  once  to  assert  his  claim  to  such  a  share 
of  the  proceeds  of  industry  as  the  natural  requirements  of 
organization  permit  him  to  receive,  the  direct  labourer  will 
never  be  compensated  by  subsequent  industrial  fluctuations 
for  any  unnecessary  charge  to  which  he  has  been  subjected 
in  support  either  of  the  luxury  or  the  mismanagement  of  his 
superiors.  This  position  being  granted,  there  follows  another 
of  nearly  equal  importance.  In  order  that  the  labourer  may 
be  able  to  realize  this  fullest  possible  share  of  the  proceeds 
of  industry,  he  must  have  some  means  of  controlling  those 
industrial  fluctuations  by  which  these  proceeds  are  wasted. 
The  fluctuations  of  industry  on  both  sides  being  disadvan- 
tageous to  the  labourer,  it  follows  that  a  fair  average  profit, 
providing  for  the  re-appropriation  of  capital  and  the  ade- 
quate maintenance  of  employers,  is  the  true  minimum  which 

*  This  tendency  of  the  remuneration  of  labour,  it  is  to  be  noted,  is  the  tendency 
derived  from  competition,  and  operates  accordingly  with  a  force  proportioned  to 
the  freedom  of  competition.  If  the  competition  for  labour  is  not  absolutely  unre- 
stricted, its  full  effects  on  the  condition  of  the  labourer  may  not  be  experienced  ; 
but  in  any  case  where  labour  is  regulated  by  competition,  the  wages  of  some 
labourers  will  always  be  liable  to  fall  below  the  standard  of  necessary  maintenance. 
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he  IS  concerned  to  support;  and  that  the  interests  of  the 
industrial  classes  are  best  provided  for  by  the  maintenance 
of  the  closest  possible  equilibrium  between  supply  and 
demand,  and  by  the  suppression,  as  far  as  possible,  of  specu- 
lative and  aggressive  production. 

Another  question,  that  of  the  universality  of  the  law  of 
limitation,  demands  a  brief  examination  before  closing  this 
chapter.  In  the  opinion  of  many  an  effective  counteragent 
to  this  law  is  found  in  commerce.  The  common  teaching 
of  Political  Economy,  if  not  positively  erroneous,  is  radically 
defective  on  this  point  Nothing  is  more  common  than  the 
notion  that  commerce  is  a  positive  source  of  wealth  ;  and  this 
notion  receives  encouragement  from  the  economical  method 
which  removes  out  of  the  sight  of  the  student,  in  favour  of 
a  false  analysis,  the  true  elements  of  the  cost  of  production, 
or  of  the  cost  of  commodities  to  the  consumer.  A  well- 
informed  writer*  says  that  Malthus  in  his  Theory  of  popu- 
lation, failed  to  consider  the  influence  of  free-trade,  'which 
puts  all  the  world  at  the  command  of  an  increasing  and- 
producing  people.'  That  such  a  writer  could  express  such 
an  opinion  on  one  of  the  most  important  points  of  a  science 
the  results  of  which  have  been  so  largely  popularized  in 
current  periodical  literature,  shows  at  least  great  want  of 
clearness  and  precision  of  application,  if  not  altogether 
inadequate  or  erroneous  teaching  on  the  part  of  that  science- 
It  only  requires  a  slight  consideration  of  the  elements  of 
cost  enumerated  in  the  previous  chapter  to  see  that  the  law 
is  universalized  by  the  very  nature  of  exchange.  Commerce 
never  can  be  an  original  source  of  wealth.  It  only  adds 
certain  charges  to  production,  and  in  return  for  these  it 
adds  nothing  to  the  amount  or  intrinsic  qualities  of  the 
commodity.  Thus,  at  whatever  point,  or  locality,  the  produc- 
tion of  a  commodity  is  carried  on,  commerce  enhances  its 
cost  in  proportion  as  it  is  removed  from  that  point.  This 
is  the  natural  law  of  protection  in  favour  of  home  industry. 

♦  John  Hill  Burton. 
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It  follows  also  that  when  two  distant  commodities  are  ex- 
changed for  each  other,  the  cost  of  both  is  enhanced  to  the 
consumers.  From  this  the  natural  Jaw  of  commerce  may 
be  deduced,  which  was  laid  down  clearly  enough  by  Adam 
Smith,  but  has  been  too  much  neglected  for  more  brilliant 
theories  by  his  followers.  The  more  distant  the  commerce 
the  greater  is  its  cost,  and,  other  things  being  equal,  the  less 
its  advantage.  A  more  precise  statement  of  the  law  may 
be  given  in  this  way.  At  any  time  a  community  pursues 
those  commercial  enterprises  which  are  most  to  its  advantage  : 
if,  then,  for  any  reason,  as  to  increase  its  means  of  subsistence, 
it  is  obliged  to  extend  its  commerce,  it  must  do  so  to  less 
advantage  than  before.*  If  it  sends  more  goods  to  the  same 
markets  it  must  exchange  them  for  less  ;  if  it  goes  to  new 
markets  it  must  go  to  those  which  it  has  formerly  rejected 
as  more  costly  or  less  productive.  This  is  simply  the  ex- 
tension of  the  natural  law  of  limitation  of  production ;  and 
this  extension  is  inevitable,  because  the  same  law  governs 
production  everywhere ;  and  it  is  reproduced  by  the  natural 
conditions  of  exchange  ;  so  that  the  further  we  go  to  avoid 
it,  the  more  We  must  multiply  our  non-productive  agencies 
and  instruments. 

As  the  following  chapter  will  to  a  large  extent  be  occupied 
with  the  detailed  consideration  of  the  results  of  this  exten- 
sion of  the  law,  it  is  not  necessary  to  go  farther  here  than 
the  statement  of  the  principle. 

*  An  apparent  exception  to  this  rule  may  be  noticed.  If  in  any  expansion  of 
direct  exchange  between  two  countries,  the  demand  for  each  other's  commodities 
expands  equally  on  both  sides,  the  conditions  of  exchange  will  not  be  rendered 
less  favourable  to  either  ;  but  if  the  demand  expands  unequally  the  conditions  will 
become  less  favourable  to  the  country  in  which  the  demand  is  most  active. 


BOOK    IV.-CHAPTER    IV. 

ON  THE  SECONDARY  LAW  OF  LIMITATION  OF  PRODUCTION  ; 
OR  THE  LAW  OF  EXPANSION  OF  PRODUCTION  UNDER 
PRESSURE. 

THE  law  we  have  now  to  consider  is  properly  a  law  of 
expansion  and  not  of  limitation.  I  have  called  it  a 
secondary  law  of  limitation,  because  it  is  subordinate  to  the 
primary  law  of  limitation  already  considered  ;  acts  in  con- 
junction with  it ;  and  completes  its  operation.  That  which 
has  to  be  described  or  expressed  as  far  as  possible  is  the 
result  of  the  operation  of  forces  derived  from  the  con- 
junction of  an  active  and  a  passive  source  of  power,  both  of 
unmeasured  extent,  the  energy  of  human  nature  and  the 
elasticity  of  natural  resources.  Both  of  these  are  necessary 
to  the  existence  of  any  law  of  expansion  of  industry  under 
pressure.  All  animals  to  some  extent  resist  the  limits 
imposed  upon  their  increase  by  nature ;  but  the  resistance 
of  the  lower  animals  is  comparatively  feeble,  being  deficient 
in  coherence,  intelligence  and  organization.  It  is  mostly 
confined  to  migration,  which  being  within  the  range  of  the 
intelligence  of  most  animals,  is  usually  conducted  with  a 
suflScient  amount  of  energy  and  skill.  *But  the  lower 
animals,  when  their  limited  resources  do  not  suflSce  to  meet 
the  emergency,  suffer  themselves  to  be  passively  destroyed 
by  the  natural  forces  which  forbid  their  increase.  Man 
resists  with  a  greater  and  more  far-reaching  energy ;  and 
though  often  his  means  are  less  immediately  adapted  to  his 
end  than  theirs,  he  finds  in  his  intellectual  nature  greater 
and  more  enduring  resources.  The  mere  intelligence  which 
man  brings  to  bear  upon   the  problems  of  nature  would, 
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however,  be  useless  to  resist  the  limits  originally  imposed  on 
his  increase,  if  these  limits  were  not  in  their  own  nature 
capable  of  yielding.  The  limits  of  nature,  however,  do  yield 
to  the  application  of  human  energy ;  and  while  we  are  unable 
to  fix  either  the  extent  of  their  inherent  elasticity  or  of  the 
resources  of  the  human  intellect  in  turning  it  to  account,  we 
may  discover  some  of  the  general  conditions  under  which 
the  one  operates  upon  the  other. 

We  shall  first  direct  our  attention  to  the  spring  of  the 
whole  movement,  the  human  energy  by  which  the  natural 
limits  of  population  are  resisted.  It  will  be  useful  to  take  a 
general  view  of  the  motives  by  which  human  society  as  a 
whole,  or  its  various  sections,  are  moved  to  act  in  this  matter. 
The  general  instinct  by  which  men  are  moved  like  other 
animals  to  propagate  their  species  irrespective  of  the  means 
of  support,  which  forms  the  basis  of  the  whole  problem, 
is  sufficiently  understood  ;  but  as  there  are  many  sections 
of  human  society,  and  those  the  most  powerful,  to  whom  this 
problem  presents  no  practical  inconvenience,  this  would  not 
suffice  to  explain  a  general  direction  of  human  energies  to 
the  task  of  providing  for  the  growth  of  population.  It  has 
been  noticed  in  last  chapter  that  the  interests  of  the  most 
powerful  classes,  the  organizers  of  industry,  are  engaged  to 
promote  the  growth  of  population,  at  least  to  the  full  limit 
of  known  resources.  It  has  also  been  shown  that  the  most 
wealthy  and  powerful  portion  of  these  classes,  at  least,  has 
so  little  concern  industrially  in  the  misery  and  privation  to 
which  numbers  unduly  pressing  on  the  means  of  subsistence 
are  exposed,  that  it  actually  profits  by  their  existence  in  that 
condition.  It  is  reasonable  to  expect,  therefore,  that  while 
taking  means  to  push  population  to  the  known  limits  of 
production,  the  zeal  of  this  section  of  the  community 
should  become  lukewarm  when  any  considerable  immediate 
sacrifice  is  involved  in  the  question  of  giving  this  population 
additional  comfort,  and  accordingly  of  affording  it  still 
further  means  of  increase.    The  exposed   population   itself 


312  THE  ECONOMY  OF  CONSUMPl'ION.  [BOOK  iv. 

is  alwctys  interested  in  finding  greater  means  of  subsistence  ; 
but  then  its  power  is  small  in  proportion  to  its  poverty. 
Under  these  conditions  the  first  stage  of  the  problem,  that  of 
poverty  and  pressure  of  the  outside  population  upon  the 
means  of  subsistence,  is  commonly  reached  ;  and  were  these 
conditions  permanent,  that  stage  might  never  be  passed.  If 
the  well  to  do  classes  could  continue  undisturbed  by  the 
suffering  of  their  inferiors,  the  barrier  between  them  might 
continue  wide  enough.  But  unfortunately  the  lower  class 
will  not  continue  to  suffer  quietly  ;  nor  are  they  able,  if  they 
were  willing,  to  keep  their  misery  to  themselves.  Two 
things  accordingly  happen  when  they  are  reduced  to  natural 
straits  by  the  working  of  an  organization  based  upon  private 
interest.  They  become  the  dangerous  classes,  and  as  such 
excite  the  political  interest  of  society  ;  and  they  become  the 
degraded  classes,  and  by  diffusing  maladies,  and  disintegrating 
the  strength  of  the  community,  excite  its  social  interest 
As  the  knowledge  of  these  intimate  relations  of  society 
becomes  more  diffused,  the  problem  of  the  condition  of  the 
lower  orders  gradually  absorbs  more  attention,  till  it  becomes 
the  pet  problem  of  society.  To  this  result  the  circumstance 
noted  in  the  last  chapter,  that  the  immunity  of  the  privileged 
classes  from  the  consequences  of  industrial  pressure  does  not 
extend  to  the  individuals  composing  these  classes,  powerfully 
contributes.  Those  in  any  class  who  have  been  unfortunate 
do  not  readily  subscribe  to  the  maxims  of  the  prosperous ; 
and  political  social  and  industrial  leaders  to  the  working 
class  of  a  higher  training  than  their  own  class  could  afford, 
as  well  as  daring  pioneers  who  have  led  industry  into  new 
channels,  have  sprung  from  the  unequal  distribution  of  fortune 
to  which  the  laws  of  industry  expose  all  classes  alike.  It 
is  only  however  when  by  such  combinations  of  circumstances 
the  whole  interest  of  society  begins  to  be  aroused  in  the 
problem  of  population,  and  of  the  condition  of  the  labouring 
classes,  that  the  formidable  nature  of  that  problem  begins 
to  be  discovered.     We  have  at  present  to  do  only  with  the 
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industrial  developments  to  which  the  efforts  thus  excited 
lead :  but  the  condition  which  renders  the  problem  inex- 
haustible by  any  efforts  of  development  may  here  be  stated ; 
namely,  that  population  immediately  follows  in  the  wake  of 
these  developments,  and  cannot  be  arrested  till  it  has  over- 
taken them. 

In  a  historical  point  of  view,  perhaps  the  first  resource  of 
a  community  which  finds  itself  pressed  for  natural  resources 
is  emigration.  Hence  in  early  times  those  extensive  mi- 
grations of  tribes  and  nations  which  have  caused  .so  many 
wars  and  revolutions  on  the  face  of  the  earth.  This  remedy 
continues  with  various  modifications  to  the  latest  stage  of 
civilization  yet  reached  ;  but  its  application  gradually  be- 
comes more  difficult  and  less  effectual.  The  most  fertile  and 
desirable  localities  gradually  get  filled  with  settled  popu- 
lations, who  organize  means  of  defence,  and  will  not  suffer 
themselves  to  be  intruded  on  by  hostile  emigration ;  and 
the  growth  of  such  communities  has  at  length  not  only 
effectually  checked  the  incursions  of  less  civilized  upon 
more  civilized  communities,  but  has  to  a  great  extent  dried 
up  their  source.*    The  emigrations  of  civilized  communities 

*  The  sources  of  the  old  incursions  have  been  eff(!ctually  dried  up  by  the  advance 
of  civilization.  The  German  and  Scandinavian  hordes  of  Europe  have  been 
wholly  absorbed  in  the  system  of  settled  states  ;  and  the  Tatars  of  Asia,  who  for 
so  long  a  period  threatened  to  submerge  the  civilization  of  Europe,  have  by 
partial  settlements  and  the  encroachments  of  civilization  been  reduced  to  insig- 
nificance. A  new  danger  has,  however,  assailed  the  outposts  of  western  civiliza- 
tion from  an  unexpected  quarter.  The  venerable  empire  of  China,  the  mother, 
or  as  she  might  be  called,  the  grandmother  of  civilization,  with  all  her  grand- 
motherly tenacity  of  old  habits,  has  suddenly  developed  an  alarming  aptitude  for 
colonization.  This  disenctunbering  action  of  the  over-populated  empire  has  put 
some  of  the  American  states,  and  of  our  own  Australasian  dependencies  into  an 
embarrassment  that  might  move  the  stoutest  hearted  Cobdenite  to  hesitation.  To 
have  the  trade  to  which  we  owe  our  means  of  subsistence  superseded  because  it  is 
not  up  to  the  level  of  foreign  competition  is  certainly  a  trial ;  but  what  is  this  to 
being  superseded  ourselves  ?  Now,  the  proportions  of  Chinese 'immigration  in  some 
parts  of  America  and  Australia  have  been  such  as  to  raise  the  question  whether, 
without  some  measures  of  restriction  on  the  freedom  of  settlement,  the  civilization 
of  Europe  might  not  be  compelled  to  give  way  to  the  semi-civilization  of  Asia. 
This  raises  the  question  of  free-trade  in  its  severest  form ;  and  those  who  have 
had  directly  to  deal  with  it  may  be  excused  if  their  virtue  has  not  proved  always 
quite  equal  to  the  occasion. 
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are  always  of  a  much  less  extensive  kind.  When  a  com- 
munity settles  and  organizes  its  industry,  it  acquires  many 
ties  both  social  and  material  which  indispose  it  to  emigration. 
In  an  exceptional  case,  such  as  that  of  Ireland,  where 
political  antipathies  have  combined  with  national  calamity, 
it  has  been  shown  that  a  modern  exodus  is  still  possible. 
But  this  case  is  very  different  from  that  of  a  growing  com- 
munity which  is  merely  pressed  upon  by  the  burden  of 
surplus  population.  For  such  a  case  emigration  can  never 
be  an  effectual  remedy:  first,  because  it  will  never  be  em- 
ployed except  under  constraint  of  .severe  pressure ;  and 
secondly,  because  its  employment  will  only  give  a  new 
impetus  to  population.  Emigration  has  received  a  fresh 
stimulus  in  modern  times  from  the  discovery  of  a  new  world, 
whose  resources  the  growth  of  population  has  not  yet  time 
to  overtake.  But  wherever  an  organized  and  settled  com- 
munity has  been  formed,  population  is  proceeding  with  rapid 
strides ;  so  that  this  resource  may  be  expected  to  become  of 
continually  diminishing  value. 

Another  resource,  though  only  incidental  to  the  progress  of 
industrial  development,  requires  for  clearness  to  be  noticed, 
and  comes  next  in  order  to  emigration.  When  a  settled 
community  first  begins  to  feel  the  pressure  of  population,  it  is 
highly  improbable  that  its  industry  will  be  as  free  as  it  might 
be.  The  organization  of  industry  itself  gives,  as  we  have 
seen,  extensive  privileges  to  particular  classes ;  but  in  the 
progress  of  society  the  classes  which  have  become  powerful 
by  possession  are  seldom  content  with  their  natural  ad- 
vantages ;  they  surround  and  fortify  them  with  artificial 
privileges ;  and  this  example,  set  by  the  more  powerful,  is 
followed  throughout  the  whole  hierarchy  of  privilege,  till  the 
framework  of  society  and  of  industry  becomes  a  network  of 
artificial  obstructions.  These  obstructions,  as  they  merely 
prevent  labour  from  developing,  do  not  necessarily  diminish 
the  comfort  so  much  as  the  numbers,  of  the  unprivileged 
classes  ;  but  when  numbers  increase,  they  are  felt  as  the  first 
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line  of  obstruction  and  attacked  accordingly.  When  the 
battle  is  fairly  fought,  the  result  can  never  be  doubtful.  The 
whole  interests  involved  in  the  maintenance  of  obstructive 
privileges  may  be  very  powerful,  and  the  unprivileged  assail- 
ants may  seem  very  weak ;  but  as  long  as  the  ground  of 
complaint  remains  the  conflict  is  unending.  Clamour  and 
discontent,  if  there  should  be  no  stronger  weapons,  are 
grievous  to  bear.  The  immediate  point  assailed  may  interest 
only  a  small  portion  of  the  defenders  of  privilege,  and  may  to 
many  of  them  not  seem  worth  defending ;  while  concession 
may  often  seem  desirable  as  a  matter  of  policy.  But  with 
every  concession  the  party  of  attack  is  strengthened  ;  while 
the  grounds  of  complaint,  as  long  as  any  artificial  privileges 
remain,  are  not  removed.  Thus,  however  protracted  the 
struggle  may  be,  when  it  has  once  begun  within  a  community, 
it  goes  on,  if  uninterrupted  by  violence  and  revolution,  till 
every  demand  of  reason  and  equity  has  been  conceded. 

Besides  the  obstructions  to  industry  within  a  community, 
there  are  obstacles  to  the  commercial  relations  of  communities 
with  each  other,  which,  as  they  result  from  the  interests, 
jealousies,  or  prejudices  of  many  communities,  are  more  diffi- 
cult to  remove.  Of  these  I  shall  only  here  observe  that  with 
an  important  exception,  to  be  afterwards  noticed,  the  general 
tendency  of  industrial  progress  is  to  greater  freedom  of 
commercial  intercourse. 

But  as  artificial  difficulties  are  removed,  and  as  industry 
expands  with  their  removal,  the  same  problem  recurs  again, 
and  more  powerful  means  have  to  be  taken  to  meet  it  The 
expansion  of  industrial  resources  themselves  alone  remains. 
We  come  then  to  consider  the  efforts  made  by  human  energy 
to  make  the  productiveness  of  industry  keep  pace  with  the 
growth  of  population.  These  may  be  divided  into  two  classes : 
the  development  of  internal  resources  and  the  development  of 
commerce  ;  but  as  these  react  upon  each  other  they  can  only 
to  a  very  limited  extent  be  considered  apart.  The  attempt 
to  separate  by  premature  analysis  things  which  are  related  at 
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every  stage  of  their  development  has  often,  as  has  been 
already  observed,  led  to  erroneous  conclusions  in  economy. 
The  internal  resources  which  may  enable  a  community  to 
make  head  against  a  pressure  of  population  upon  production 
are  of  two  kinds :  such  as  give  increased  productiveness  to 
natural  agents,  and  such  as  economize  labour  in  the  processes 
of  industry.    The  primary  law  of  the  productiveness  of  natural 
agents  has  already  been  considered ;  but  to  this  primary,  or 
general   law,  there  is   an   important  exception,  or  rather  a 
secondary  and  subordinate  law.     By  applying  labour  to  the 
soil,  not  for  the  purpose  of  production,  but  of  improvement, 
its  productiveness  can  often  be  greatly  increased,  and  land 
which  was  not  productive  before  may  be  rendered  productive. 
In   regard  to  all   such   improvements,  however,  it  is  to  be 
observed  that  they  are  made  in  subordination  to  the  primary 
law  of  production.    As  soon  as  the  improvement  is  completed 
the  original  law  resumes  its  force,  and  each  increase  of  pro- 
duction is  attended  with  an  increased  ratio  of  effort     The 
community  which  has  increased  its  resources  by  such  means 
is  as  if  it  had  got  an  accession  of  territory,  and  when  its 
population  increases  up  to  its  added  territory,  it  finds  itself 
in  the  same  position  as  before. 

The  economy  of  labour  in  the  processes  of  industry  pre- 
sents a  resource  of  great  extent  and  elasticity.  In  whatever 
process  the  labour  is  economized,  the  result  is  the  same.  The 
economy  is  speedily  transferred  by  redistribution  of  labour 
to  the  point  where  it  is  most  required. 

The  rapid  expansion  by  means  of  a  long  succession  of 
mechanical  inventions  of  the  resources  of  industry  is  still  so 
recent  that  its  full  results  have  not  had  time  to  be  developed 
by  experience  ;  its  ultimate  tendencies  are  therefore  a  natural 
prey  to  speculative  notions,  and  are  peculiarly  open  to  be 
misrepresented.  It  can  hardly  be  doubted  that  it  is  mainly 
to  this  expansion  of  industrial  power  that  it  is  due  that  while 
the  population  of  the  more  advanced  communities,  which 
have  profited  most  largely  by  it,  has  been  greatly  increased, 
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the  necessaries  and  conveniences  of  life  have  been  rendered 
both  more  abundant  and  more  free  in  their  distribution  in 
these  communities,  and  that  the  latter,  in  particular,  have 
been  far  more  widely  diffused.  Before,  however,  we  regard 
this  resource  as  of  indefinite  extent  we  must  apply  to  it  the 
test  of  the  general  law. 

There  seems  every  reason  to  believe  that  that  law  applies 
to  the  improvements  of  agriculture  we  have  just  been  con- 
sidering. When  a  community  with  a  definitely  limited 
territory  takes  new  land  into  cultivation  and  applies  its 
scientific  skill  to  the  improvement  of  the  old,  although  it 
may  not  have  exhausted  its  territory  or  its  skill,  there  seems 
every  reason  to  expect  that  the  next  series  of  improvements 
will  be  harder  to  effect  and  less  productive  than  the  last.  In 
like  manner,  we  can  put  no  definite  limit  to  human  invention ; 
but  when  the  development  of  the  cycle  of  inventions  we  are 
at  present  completing  is  effected,  there  is  no  ground  in  our 
present  science  for  supposing  that  another  cycle  of  equal 
productiveness  will  be  inaugurated.  I  do  not  say  that  this 
is  impossible  ;  but  as  it  is  contrary  to  analogy  and  experience, 
it  would  neither  be  sound  economy  nor  common  sense  to 
trust  to  it.  The  application,  however,  of  our  attained  inven- 
tions is  very  far  from  being  developed ;  and  herein  lies  the 
chief  ground  of  error  as  to  their  significance.  But  we  shall 
find  ample  reason  to  conclude  that  that  development  itself 
obeys  the  general  law  of  limitation. 

The  leading  facts  of  European  history  have  led  historians 
and  others  to  misconceive  the  true  relations  of  the  conditions  of 
progress  we  have  been  considering.  The  population  of  Europe 
has  been  steadily  progressing,  and  with  the  growth  of  popula- 
tion we  have  had  a  steady  increase  of  material  comforts  :  there- 
fore our  grandmothers  are  wrong  in  saying  that  their  days 
were  better  than  ours.  This  is  the  historian's  conclusion,  and 
as  far  as  our  grandmothers'  days  and  ours  are  concerned,  it  is 
probably  right ;  but  this  is  a  misleading  conclusion  when  it  is 
applied  to  the  progress  of  society  as  a  reason  for  not  taking 
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Steps  to  see  that  progress  shall  continue  to  be  in  the  right 
direction,  or  for  dismissing  inquiry  as  to  the  scientific  basis  of 
progress.  The  two  great  causes  of  the  European  progress 
founded  on  in  this  reasoning  have  been  the  emancipation  of 
industry  and  the  progress  of  invention.  But  these  achieve- 
ments have  never  for  a  moment  suspended  the  operation  of 
the  general  law.  Temporarily  distanced,  population  is  march- 
ing steadily  up  to  the  limits  of  natural  resources,  and  if  these 
are  not  again  extended,  it  will  speedily  overtake  them.  Here 
the  relation  of  the  primary  and  secondary  laws  may  be  defi- 
nitely stated.  Every  extension  of  natural  agents,  or  economy 
of  labour,  gives  a  definite  extension  to  the  resources  of  industry, 
subject  to  the  law  of  limitation.  This  advantage  may  be  more 
or  less  slowly  developed  ;  but  at  every  stage  of  its  develop- 
ment it  meets  and  is  controlled  by  the  general  law. 

For  the  full  illustration  of  this  complex  law  of  develop- 
ment we  must  turn  to  the  commercial  uses  of  industrial 
improvement 

No  subject  within  *the  range  of  Political  Economy  has  been 
the  cause  of  more  illusion  than  commerce.  To  the  popular 
imagination  commerce  is  a  source  of  inexhaustible  riches,  and 
its  gains  are  mutual,  not  prejudicial.  It  does  not  enrich  one 
at  the  expense  of  another  ;  but  benefits  alike  all  who  engage 
in  it.  Now  it  is  true  that  the  direct  results  of  commerce  are 
usually  beneficial  to  those  who  engage  in  it,  or  it  would  not 
continue  to  be  prosecuted.  But  it  is  the  business  of  Political 
Economy  to  bring  such  direct  results  to  the  test  of  ultimate 
and  general  consequences  ;  and  it  must  be  confessed  that  in 
regard  to  this  matter  Political  Economy  has  done  little  more 
than  flatter  popular  prejudices.  The  general  principle  stated 
in  last  chapter  will  accordingly  shock  many  who  consider 
themselves  very  competent  judges  of  the  tendencies  and  value 
of  commerce.  Nevertheless  nothing  can  be  clearer  than  the 
fundamental  position  of  economy  in  this  matter.  Commerce 
is  not,  and  cannot  in  any  circumstances  be  a  direct  source  of 
mutual  wealth,  if  we  consider  by  wealth  the  mere  abundance 
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of  material  productions.  Commerce,  which  is  simply  the 
exchange  of  commodities,  necessarily  adds  to  the  cost  of  all 
the  commodities  embraced  within  its  range  ;  and  the  more 
these  commodities  are  subjected  to  its  processes,  and  the  more 
distant  the  exchanges  of  them  are,  the  more  their  cost  is 
enhanced  by  it  One  thing  which  has  greatly  tended  to  obscure 
this  simple  fact  is  the  adventitious  importance  attached  by 
economists  to  what  they  call  value,  that  is  to  exchange  value. 
If  a  hundred  tons  of  sugar,  or  a  thousand  quarters  of  wheat 
are  brought  to  a  market,  it  does  not  matter  whether  the  value 
of  these  commodities  is  called  high  or  low,  or  whether  their 
importation  enriches  or  impoverishes  the  importer,  the  com- 
munity in  either  case  has  only  the  hundred  tons  or  the 
thousand  quarters  to  consume,  and  the  real  value  to  it  can 
never  exceed  the  amount  of  labour  necessary  to  produce  that 
amount  of  produce ;  if  it  has  to  pay  more  than  this,  it 
receives  the  produce  at  a  loss,  and  if  it  has  to  pay  less,  it 
receives  it  on  terms  which  entail  a  loss  to  others,  although 
this  loss  or  gain  is  never  represented  in  the  mercantile  values 
that  represent  the  exchange  on  either  side.* 

This  must  not  be  understood  as  implying  that  an  unfavour- 
able exchange  in  regard  to  quantity  is  necessarily  a  dis- 
advantageous one,  either  to  the  actual  importers,  or  in  the 
existing  circumstances,  to  the  importing  community  ;  for 
such  an  exchange  may  be  highly  advantageous  to  both, 
while  an  exchange  favourable  in  regard  to  quantity  may 
in  profit  to  the  importer  and  intrinsic  value  to  the  com- 
munity be  very  disadvantageous.  But  any  community  that 
is  benefited  by  importing  on  such  terms  is  necessarily  in 
an  unfavourable  position  in  regard  to  the  employment  of  its 
labour.  The  normal  position  or  equilibrium  of  commerce, 
accordingly,  that  is  to  say,  not  the  position  that  most 
frequently  prevails,  but  that  which  is  theoretically  the  most 
equal,  is  that  in  which  commodities  exchange  in  proportion 
to  the  labour  employed  in  producing  them,  or  with  similar 

*  See  article  Balance  of  Exchange  in  Popular  Etuyclopadia, 
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proportions  of  labour,  profit  and  rent  in  their  cost  of  pro- 
duction. It  follows,  therefore,  that  the  expenses  of  exchange 
must  be  mutually  borne,  and  that  cominerce  enhances  the 
cost  of  all  commodities  to  both  parties  in  the  exchange, 
unless  the  conditions  of  the  exchange  favour  one  party  at 
the  expense  of  the  other.  The  modes  in  which  commerce 
favours  quantity  of  production,  and  supplies  means  for 
extending  population,  are  therefore  necessarily  indirect.  In 
as  far  as  these  means  are  absolute,  that  is  to  say,  in  as  far 
as  they  extend  production  on  both  sides,  and  so  affect  the 
amount  and  not  merely  the  distribution  of  population,  they 
may  be  summed  up  as  consisting  of  two  kinds,  the  stimulation 
of  labour  and  the  economizing  of  the  processes  of  production. 
It  is  unquestionable  that  commerce  exercises  a  powerful 
influence  in  both  of  these  directions ;  and  no  sooner  is  this 
admitted  than  the  popular  imagination  gets  rid  at  once  of 
the  natural  restrictions  by  which  commerce  is  limited,  and 
Imagines  it  may  be  pushed  to  any  extent  as  a  direct  means 
of  increasing  wealth,  and  with  advantages  corresponding  to 
the  rate  of  its  increase.  This  is  the  view  of  commerce  which 
Political  Economy  has  done  too  much  to  foster,  and  which 
partly  through  its  influence,  partly  from  the  natural  tendency 
of  a  mercantile  people  to  take  a  favourable  view  of  its  own 
pursuits,  prevails  so  largely  among  us.  As  to  the  prevalence 
of  this  view  it  is  sufficient  to  instance  the  ordinary  terms 
in  which  material  or  industrial  prosperity  is  named  among 
us,  and  the  evidence  that  is  accepted  in  proof  of  its  presence. 
It  is  *  commercial  prosperity,'  and  the  best  evidence  of  its 
existence  is  the  increase  of  our  exports  and  imports,  and 
especially  their  progressive  growth. 

It  would  be  a  very  remarkable  circumstance,  and  would 
demand  very  strong  evidence  for  its  reception,  if  the  natural 
law  of  limitation^  of  production  were  over-ruled  by  an  agency 
such  as  commerce  has  already  been  described  to  be,  and  if 
that  agency  really,  as  asserted  by  the  historian  quoted  in  last 
chapter,  put  all  the  world  at  the  command  of  an  increasing 
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and  producing  people.  Not  only  is  there  no  evidence  for 
such  an  assumption,  but  we  shall  find  the  most  conclusive 
evidence  that  the  growth  of  commerce  is  strictly  subject  to 
the  law  of  limitation,  and  that  that  law  and  that  law  alone, 
fully  explains  our  own  position,  and  indicates  our  future 
prospects  as  a  commercial  people. 

That  the  efficacy  in  promoting  the  growth  of  production 
of  the  two  specific  advantages  already  noticed  as  conferred 
on  it  by  commerce  is  limited  is  easily  shown.  It  will  facili- 
tate our  examination  if  we  divide  commerce  into  two  sections, 
with  one  of  which  only  we  have  at  present  properly  to  do. 
Commerce  in  its  widest  sense  is  equivalent  to  exchange ;  and 
is  indispensable,  as  already  said,  to  the  organization  of 
industry  in  any  but  its  rudest  form.  But  the  question  is, 
are  the  benefits  of  commerce  inexhaustible  ?  And  the 
specific  form  of  this  question  which  we  have  particularly  to 
consider  is,  given  a  home  organization  of  industry  which  has 
already  to  sustain  some  pressure  on  its  resources,  are  these 
capable  of  indefinite  expansion  by  means  of  foreign  trade  f 
This  form  of  the  question  acknowledges  a  limit  to  the 
internal  resources  of  a  community,  as  developed  by  home 
trade ;  and  it  only  remains  to  inquire  how  far  this  limit  is 
extended  or  altogether  removed  by  the  resources  of  foreign 
trade.  Now  with  respect  to  what  may  justly  be  considered 
the  greater  and  more  indefinite  of  the  two  specific  advantages 
of  commerce,  the  gain  of  labour  resulting  from  the  organiza- 
tion of  industry,  it  has  already  been  shown  that  its  limits  are 
capable  of  being  reached,  and  are  usually  practically  reached, 
at  a  definite  stage  in  industrial  development.  This  is  ac- 
knowledged by  some  of  the  most  eminent  economists,  among 
whom  may  be  mentioned  John  Stuart  Mill.*  Not  only  may 
we  be  said  to  have  already  reached  this  limit  in  respect  to 
all  our  most  important  industries,  and  so  to  have  attained  the 

*  Mr  Mill  is  perhaps,  from  his  communistic  tendencies,  rather  inclined  to  this 
view.  In  his  review  of  Adam  Smith  I  hardly  think  he  does  justice  to  the  advan- 
tages of  the  division  of  labour. 

C->'  TO! 
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term  of  expansion  derivable  from  the  mere  division  of  labour ; 
but  what  is  of  more  importance,  in  respect  to  the  commoner 
necessaries  and  conveniences  of  life,  the  actual  means   of 
extending  population,  we,  or  any  other  community  of  great 
extent,  possessing  an   organized  industry,  may   be  said   to 
hold  this  advantage  to  its  full  extent,  almost  independently 
of  foreign  trade.      The  actual   advantage  we  derive   from 
foreign   trade  in  cheapening    production   by  the  extension 
of  the  scale  of  industrial  operations  is  probably  much  less 
in  respect  to  the  supply  of  the  home  market  than  is  com- 
monly imagined.     In  respect  to  many  of  our  largest  markets, 
production   for  the  home  and   foreign   trade  is  completely 
separated   by  differences  of  quality.     This  is  the  case   in 
some  commodities  even  with  such  a  market  as  the  United 
States.     But  even  when  we  do  owe  such  advantages  origin- 
ally to  foreign  trade,  this  is,  in  respect  to  the  more  important 
commodities,  only  the  channel  by  which  they  have  acciden- 
tally reached  us,  not  their  necessary  source.    As  it  was  in 
the  days   of   Adam   Smith,  so   it  is    now,  the  advantages 
conferred  by  home  trade,  so  far  as  the  mere  oi^anization 
of  industry  is    concerned,   are    so  great,   that  when    fully 
realized  they  leave  little  for  foreign  trade  to  do.     But  since 
the  days  of  Adam    Smith   there  has  been  opened   up   by 
increased    facility  of   communication    the    possibility  of    a 
developed    organization    both   with    respect    to    home   and 
foreign  trade  ;  so  that  industries  that  were  formerly  by  diffi- 
culty of  communication  rendered  local,  have  by  means   of 
the  acquired  facilities   become  comparatively  cosmopolitan. 
But  in   this   extended    organization   the    home    trade    still 
maintains  its  former  pre-eminence  ;  so  that  while  the  original 
expansion  of  operations  that  has  cheapened  some  commodities, 
may  from  accidental  circumstances  have  come  from  foreign 
trade,  the  home    demand   for    all   important  commodities, 
when  united  by  facilities  of  communication,  is  adequate  to 
secure  a  production   on   a  sufficiently  large  scale  to  yield 
all  the  advantages  of  the  division  of  labour. 
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It  is  with  regard  to  the  less  important  commodities  only  * 
that  a  cosmopolitan  scale  of  production  becomes  necessary 
to  the  full  advantages  of  organization.  This  circumstance 
is  naturally  associated  with  the  other  specific  advantage 
of  commerce,  the  stimulus  to  labour.  It  is  true  that  com- 
merce, by  extending  the  circle  of  human  desires,  does  very 
powerfully  stimulate  the  industry  of  communities  in  whom, 
from  ignorance  of  foreign  luxuries,  the  commercial  spirit  has 
not  been  awakened ;  and  may  thus  enable  them  greatly  to 
extend  their  production.  But  it  is  very  evident  that  this 
increase  of  industrial  energy  has  a  natural  limit,  that  there 
IS  an  amount,  or  rate  of  industrial  work,  beyond  which 
it  is  not  desirable  or  advantageous  for  a  community  to 
go ;  and  it  is  equally  evident  that  a  community  with 
an  organized  industry,  and  a  population  pressing  on  the 
means  of  subsistence,  has,  speaking  generally,  already  ex- 
hausted this  resource,  and  requires  to  have  its  industrial 
energy  restrained  rather  than  stimulated.  And  this  stimulus 
to  industry  from  the  growth  of  artificial  wants  is  not  one  by 
which  the  quantity  of  production  necessary  to  maintain  life 
is  directly  promoted.  It  is  a  powerful  promoter  of  indus- 
trial organization,  and  has  been  largely  instrumental  in 
promoting  the  discoveries  by  which  labour  has  been  econo- 
mized ;  and  in  these  ways  alone  it  operates  in  rendering 
industry  more  productive  of  the  necessaries  of  life.  But  in 
so  doing  it  imposes  a  permanent  charge  on  industry  in  the 
growth  of  luxury ;  which  remains  as  a  set  off  to  the  advan- 
tages of  enhanced  labour  and  improved  organization,  and 
when  these  advants^es,  which  have  been  shown  to  be  limited, 
are  exhausted,  it  has  nothing  more  to  offer. 

We  have  thus  seen  that  a  community  which  has  fully 
organized  its  home  industry  has  pretty  nearly  reached  the 
limits  of  the  advantages  which  an  equal  commerce  offers 
it  for  the  growth  of  population.      This  is  a  very  important 

*  And  with  these  only  when  the  demand  is  restricted.     The  importation  of 
foreign  lucifer  matches  is  hardly  necessary  tu  reduce  their  price. 
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position  in  economy ;  and  if  it  should  contradict  our  mer- 
cantile policy,  and  seem  to  be  contradicted  by  our  experi- 
ence, or  if  it  should  be  opposed  to  what  we  are  accustomed 
to  regard  as  sound  theories  of  economy,  the  reason  of  all 
this  will  not  be  difficult  to  find.  Self-interest  is  able  not 
only  to  organize  industry,  but  to  form  a  commercial  policy, 
and  even  to  create  theories  of  economy. 

Commerce  in  its  widest  extent  has  two  distinct  ends,  the 
one  of  which  is,  the  other  is  not  necessarily  related  to  the 
promotion  of  quantity  of  production.      The  one  of  these  ends 
is  simply  the  advantageous  distribution  of  labour,  the  other  is 
the  enjoyment  to  the  greatest  practicable  extent  of  an    in- 
creased variety  of  commodities.    These  two  ends  are  naturally 
represented  by  home  and  foreign  trade  respectively.    It  is  true 
that  the  one  of  these  objects  is  not  promoted  exclusively 
by  home,  and  the  other  by  foreign  trade.     In  any  extensive 
country  the  home  trade  will  contribute  to  variety  of  pro- 
duction.   The  south  of  England  can  supply  products  which 
could  not  be  conveniently  produced  in  the  north  of  Scotland  ; 
and  on  the  other  hand  the  bulk  of  the  natural  products  of 
closely  contiguous  countries  will  be  in  great  measure  alike. 
But  the  one  of  these  objects  naturally  predominates  in  the 
home  trade  and  the  other  in  the  foreign  ;  and  these  differ- 
ent branches  of  trade  may  accordingly  be  considered  as  the 
natural  representatives  of  the  two  objects.     It  is  clear,  how^- 
ever,  that  in  making  this  distinction  we  must  divide  home  and 
foreign  commerce  into  classes  according  to  contiguity  or  dis- 
tance, facility  or  difficulty  of  communication.     The  natural 
distinction  is  one  of  distance,  and  not  of  political  divisions. 
There  is,  however,  at   least  one  circumstance  that   makes 
political  divisions  an  essential  element  in  the  determination 
of  the  proper  limits  of  a  home  trade.     That  circumstance 
is  the  different   principles  of  taxation   prevailing  in  differ- 
ent political    communities.      These    different    principles  of 
taxation   always  produce  some  disturbance   and   alteration 
of  the  natural  course  of  what  might  otherwise  be  considered 
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as  the  home  trade.  The  evils  resulting  from  this  isolation, 
as  far  as  they  are  inevitable,  that  is  as  far  as  they  depend 
on  the  permanent  cause  of  defective  division  of  labour,  have 
probably  been  greatly  exaggerated ;  and  except  in  the  case 
of  small  communities,  may  be  considered  as  altogether  of 
inferior  magnitude.  The  main  benefit  to  be  derived  in 
respect  to  quantity  of  production  from  free  communication 
between  contiguous  communities  is  the  free  communication 
of  ideas.  And  this  advantage  may  be  considered  as  to  a 
great  extent  one  of  time,  and  in  which  also  the  advantage  is 
not  all  on  one  side.  The  permanent  and  valuable  ideas  would 
probably  travel  in  any  case ;  but  free  communication  causes 
all  ideas,  whether  useful  or  pernicious,  to  be  communicated 
at  once.  The  balance  of  advantage  is,  however,  undoubtedly 
on  the  side  of  comparison  and  criticism.  But  while  the  ex- 
tension of  the  home  trade  by  free  communication  with  con- 
tiguous counties  is  naturally  advantageous,  it  is  necessary  in 
promoting  this  object  that  the  incidence  of  taxation  should 
be  duly  considered.  It  is  quite  as  possible,  by  neglecting  or 
refusing  the  consideration  due  to  internal  burdens,  to  favour 
foreign  at  the  expense  of  home  production  in  particular 
directions,  as  it  is  by  the  imposition  of  particular  import 
duties  to  give  to  certain  home  productions  an  immunity 
from  foreign  competition.  It  is  necessary  to  state  that  the 
principle  laid  down  and  dogmatically  maintained  by  the 
free  trade  leaders  on  this  point,  and  which  from  their  autho- 
rity has  obtained  almost  the  position  of  an  axiom  in  our 
commercial  policy,  that  the  advantage  of  the  ultimate  con- 
sumer, that  is  the  consumer  of  the  particular  commodity,  is  the 
sole  or  final  object  to  be  aimed  at  in  the  regulation  of  trade 
intercourse  is  not  a  sound  one.  The  advantage  of  the  con- 
sumer of  a  particular  commodity  is  unquestionably  a  most 
important  factor  in  the  consideration  of  the  production  of  that 
commodity ;  but  the  production  of  no  commodity  can  be  so 
isolated  as  to  make  this  the  only  important  factor.  The 
interest  of  the  community  and  of  the  individual,  therefore,  in 
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this  as  in  other  industrial  matters,  though  they  may  be  fre- 
quently uniform,  are  not  identical  or  inseparable.  The  proper 
rule  is  that  the  interest  of  the  individual  consumer  is  in  each 
particular  case  the  most  probable  prima  facie  evidence  of 
the  interest  of  the  community,  and  that  the  burden  of  proof 
rests  on  any  interest  opposed  to  it. 

With  regard  to  the  immediately  contiguous  foreign,  as  with 
regard  to  the  home  trade,  it  is  evident  that  its  advantages 
in  respect  to  the  division  of  labour  must  be  limited.  We  have, 
therefore,  only  to  consider  how  far  the  expansion  of  trade  to 
more  distant  regions  can  serve  the  purposes  of  expansion ; 
that  is  to  say,  how  far  the  proper  end  of  a  home  trade  can  be 
promoted  by  foreign  trade  in  the  strictest  sense  of  the  term. 

While  the  commerce  between  immediately  contiguous 
communities  is  chiefly  valuable,  as  already  said,  for  pro- 
moting quantity  of  production,  the  commerce  of  distant 
countries  is  naturally  the  most  advantageous  in  contributing 
to  the  variety  of  enjoyable  commodities.  When  distant  com- 
merce contributes  quantitatively  to  production,  it  must  do  so 
at  an  increased  natural  cost,  and  therefore  with  an  increased 
ratio  of  labour  to  production.  This  sets  the  limit  of  the 
natural  value  of  distant  commerce  as  a  means  of  contributing 
to  quantitative  productiveness.  This  natural  limit,  however, 
is  often  set  aside  by  the  distribution  of  population  or  other 
circumstances ;  and  this  is  the  case  we  have  now  to  consider. 

Adam  Smith  drew  a  distinction  between  three  different 
kinds  or  species  of  commerce,  of  which  he  held  the  first  to 
be  the  most,  and  the  last  the  least  valuable.  These  are  the 
home  trade ;  the  direct  foreign  trade,  or  that  in  which 
commodities  are  directly  exchanged  between  different  com- 
munities ;  and  the  indirect  foreign  or  carrying  trade,  in 
which  the  trading  community  barters  no  commodity  of  its 
own,  but  simply  conducts  the  barters  of  other  communities, 
and  transmits  their  commodities  from  the  one  to  the  other. 
Now  it  is  a  somewhat  remarkable  circumstance  that  some 
of  the  most  powerful  and  prosperous  mercantile  communities 
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both  of  ancient  and  modern  times  have  been  mainly  engaged 
in  and  have  owed  their  chief  wealth  to  that  kind  of  com- 
merce which  Adam  Smith  considered  the  least  productive. 
I  have  already  alluded  to  the  analogy  between  commerce 
and  war ;  and  the  kind  of  commercial  prosperity  now  referred 
to  is  of  the  nature  of  a  conquest,  and  like  conquests  in 
general  it  is  transitory.  When  great  wealth  is  made  by 
indirect  commerce,  it  is  because  commerce  is  undeveloped, 
and  is  in  comparatively  few  hands.  The  few  and  compara- 
tively small  trading  communities  of  antiquity  availed  them- 
selves of  the  difficulty  of  communication  between  distant 
regions  to  charge  arbitrary  prices  for  the  commodities  which 
they  exchanged  between  them.  Thus  their  wealth  was 
simply  acquired  at  the  expense  of  the  producers  of  the 
different  countries  whose  commodities  they  exchanged.*  A 
bale  of  silk  brought  from  the  East  to  Europe  might  sell 
for  ten  times  its  cost  of  production,  and  perhaps,  for  several 
times  the  cost  of  its  production  and  carriage  together.  As 
a  necessary  consequence  of  such  commerce  a  false,  or  at 
least  an  artificial  standard  of  value  was  established.  A  silk 
dress  was  deemed  a  possession  of  great  value,  and  justly 
considered  an  indication  of  great  wealth,  because  it  cost 
much  ;  but  its  intrinsic  utility  was  no  greater  than  at  present, 
when  it  costs  a  comparative  trifle,  unless  when  as  not 
unfrequently  happens,  the  overabundance  of  modern  produc- 
tion leaves  no  legitimate  use  for  the  product  to  supply  .-I* 

When  every  single  mercantile  transaction  was  rewarded 
with  princely  munificence,  it  was  easy  for  mercantile  com- 
munities to  flourish.  And,  in  truth,  it  was  only  princes  who 
could  reward  commerce  of  this  kind.  It  was  only  consumers 
who  could  command  the  services  of  servile  producers  who 

*  A  modem  economist  would  say  at  the  expense  of  the  consumers  ;  but  it  must  be 
remembered  that  we  have  established  the  principle  that  every  consumer  is  a  producer, 
and  consumes  only  in  proportion  to  the  power  of  production  which  he  commands. 

t  In  all  permanent  qualities,  whether  of  use  to  the  wearer  or  pleasure  to  the 
beholders,  the  article  was  the  same ;  but  scarcity  would  add  the  one  important 
item  of  enhanced  admiration. 
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could  sustain  to  any  extent  a  luxury  provided  on  terms  so 
arbitrary.  The  success  of  this  commerce  was  therefore 
conditioned  by  an  extensive  power  of  promoting,  or  at  least 
of  encouraging.,  the  maintenance  of  poverty  and  dependence. 
But  the  very  excess  of  this  prosperity  was  the  sure  precursor 
of  its  downfall.  The  extravagance  of  its  profits  necessarily- 
brought  competitors,  and  as  these  profits  were  founded  on 
want  of  competition,  they  were  compelled  to  give  way  to  it. 

Mercantile  communities  dependent  mainly  on  the  carrying 
trade  do  not  now  form  independent  states,  and  aspire  to  the 
empire  of  the  civilized  world ;  but  the  same  element  of 
fortuitous  profit  on  which  their  prosperity  depended  still 
enters  largely  into  commerce,  and  is  the  principal  cause  of 
the  misconception  as  to  its  nature  and  results  with  which  we 
have  at  present  to  deal. 

When  a  community  exchanges  its  products  with  another 
for  the  purpose  of  increasing  its  supply  of  necessaries,  there 
is  an  inevitable  addition  to  the  natural  cost  of  the  additional 
supplies  it  receives  in  the  form  of  the  price  *  of  carriage  and 
mercantile  agencies  employed  in  the  reciprocal  transportation 
of  commodities.  In  order  to  balance  this  charge  there  must 
be  some  corresponding  advantage  ;  and  as  there  cannot  be  a 
mutual  advantage  in  natural  facilities  for  the  quantitative 
production  of  the  same  necessaries,  there  must  either  be  an 
exchange  of  different  necessaries  in  which  there  are  different 
natural  facilities  of  production  on  the  respective  sides,  and  in 
which  each  is  still  strictly  limited  to  the  development  of  its 
own  natural  resources,  or  there  must  be  some  artificial 
facilities  on  the  one  side  to  balance  the  natural  facilities  on 
the  other,  by  means  of  which  the  community  which  possesses 
them  is  able  to  draw  on  the  natural  resources  of  the  other. 
Both  of  these  cases  will  be  examined ;  but  as  the  latter  is 

*  I  do  not  accept  the  restriction  of  the  term  price  to  money  valne  adopted  by 
economists :  first,  because  I  do  not  believe  that  the  attempt  to  restrict  tenns  to 
single  meanings  is  conducive  to  accuracy ;  and  secondly,  becanse  there  is  an 
obvious  extension  of  the  meaning  of  the  term  to  a  cost  or  value  founded  on 
purchase,  whether  by  money  or  barter,  as  opposed  to  a  cost  founded  on  production. 
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the  most  largely  productive  of  the  peculiar  advantages  of 
commerce  which  we  have  under  examination,  we  shall  give 
it  precedence. 

The  first  condition  essential  to  the  obtaining  by  one  com- 
munity of  permanent  supplies  of  necessaries  from  another 
is  that  the  particular  necessaries  should  be  produced  more 
easily  in  the  community  sending  than  in  that  receiving  them. 
This  is  the  natural  condition  of  the  exchange  ;  and  though 
it  is  not  the  only  condition  of  its  occurrence,  it  is  that  most 
conducive  to  its  permanence.  But  if  this  is  the  only  cause 
of  the  exchange,  if  the  country  receiving  the  supply  has 
neither  natural  nor  acquired  advantages  to  oppose  to  the 
greater  facility  of  production  of  the  sender,  it  is  obvious  that 
it  will  find  the  procuring  of  such  supplies  a  very  limited 
means  of  providing  for  surplus  population.  If  we  should 
suppose,  for  example,  that  this  country  received  all  its  foreign 
com  from  America,  and  that  it  had  no  superior  natural 
facilities  of  production,  as  in  mining,  with  which  to  pay  for 
them,  nor  any  advantage  over  America  in  acquired  facilities 
of  manufacturing,  it  is  clear  that  it  would  obtain  its  supplies 
on  very  disadvantageous  terms.  It  might,  indeed  require 
less  labour  to  receive  additional  corn  from  America  than  to 
grow  additional  com  in  Britain  ;  but  all  that  this  would  prove 
would  be  that  the  population  of  Great  Britain  had,  relatively 
at  least,  outgrown  its  natural  resources.  The  American 
manufacturer  would  be  able  to  produce  with  the  same 
amount  of  labour  the  same  amount  of  produce  as  the  British 
manufacturer.  From  his  proximity  to  and  better  knowledge 
of  the  market  he  would  be  better  placed  both  as  a  buyer 
and  seller,  and  would  therefore  obtain  more  com  for  his 
produce.  The  British  producer,  therefore,  in  addition  to 
paying  the  transit  of  both  goods  and  corn,  would  have  to 
send  more  goods  to  buy  his  corn  than  the  American  producer 
would  pay  for  his  at  home.  It  is  obvious  that  in  these  circum- 
stances, which  form  a  fair  representation  of  the  natural  cost 
of  commerce,  when  not  founded  on  mutual  natural  advan- 
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tages,  this  mode  of  supporting  population  would  be  greatly 
inferior  to  another  which  has  been  mentioned,  emigration  ; 
and  that  the  proper  course  for  the  manufacturers  of  Great 
Britain  would  be  to  betake  themselves  to  America,  where 
their  industry  would  be  better  remunerated. 

In   order  that   a  community  should   be  able  to    import 
necessaries   from   another  so   as  to  support  advantageously 
a  population  beyond  its  own  natural  resources,  it  is  necessary 
that  it  should  possess  some  artificial  advantages  to  balance 
the  natural  facility  of  production  of  the  country  from  which 
it  draws  its  supplies.     Such   advantages  are  to  be  found  in 
abundance.     They  spring  from  a  great  variety  of  particular 
causes,   both   internal   and   external   to  industry;   but  they 
may  all  be  traced  to  one  general  industrial  cause,  differences 
in   the   degrees   of  advancement  in  industrial   organization. 
These  differences  are  of  various  kinds,  and  some  of  them  are 
much  more  durable  than  others.    They  are  often  so  great 
as  to  render  superior  facility  of  production  in  the  country 
from  which  supplies  are  drawn  unnecessary.     As  far  as  such 
superiority  depends  on   superior  skill  or  organization,   this 
is  commonly  the  case.     If  we  are  able  to  import  com  from 
America    not    merely    because    corn    is  grown   there  with 
greater  facility,  but  because  our  general  industrial  organiz- 
ation is  more  advanced,  and  because  we  are  able  to  send 
manufactures  to  America  cheaper  than  they  can  be  produced 
there  ;  then   it  is  probable  that  the  organization  of  corn- 
growing  in  America,  though,  perhaps  more  advanced  than 
other   industries,    will,  springing    from    a    lower    plane    of 
general  organization,  be  still  inferior  to  the  organization  of 
corn-growing  in  this  country,  and  that  the  superior  produc- 
tiveness of  American  cultivation  will  be  due  not  to  the  greater 
economy  of  labour  bestowed   on  it,  but  solely  to  superior 
natural  productiveness. 

One  of  the  first  causes  of  artificial  superiority  in  commerce 
is  that  already  alluded  to  as  the  cause  of  the  great  commercial 
prosperity  of  the  trading  communities  of  antiquity.     There 
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always  have  been,  and  there  are  still  in  the-  world,  com- 
munities of  more  or  less  extent  that  have  not  been  brought 
directly  within  the  vortex  of  commerce ;  who,  whether 
from  ignorance  or  want  of  adventure,  do  not  actively  seek 
trade  with  others,  but  are  willing  to  barter  with  those  who 
bring  their  commerce  to  their  own  doors.  A  community 
in  which  the  mercantile  spirit  is  thus  wholly  undeveloped 
is  at  first  naturally  ignorant  of  the  relative  value  of  its  own 
commodities  and  of  those  of  distant  communities.  There 
is  no  proportion  in  exchange  between  either  the  scarcity,  or 
the  labour  price,  of  commodities  given  and  received  ;  and  for 
a  few  insignificant  trifles  they  will  part  with  their  most 
valuable  possessions.  This  extreme  form  of  mercantile 
advantage,  however,  is  short-lived.  The  competition  of 
traders  soon  gives  the  least  adventurous  and  home-keeping 
communities  a  pretty  accurate  notion  of  the  value  of  their 
wares.  Modern  facilities  of  communication  have,  in  fact 
rendered  any  advantage  dependent  on  mere  ignorance  on 
the  one  hand,  or  exclusive  knowledge  on  the  other  of  the 
briefest  possible  duration. 

There  is  another  source  of  abnormal  profits  which  is  of  a 
much  more  enduring  kind  ;  that  which  arises  from  disparities 
of  skill,  or  from  superiority  of  mechanical  aids  in  the  appli- 
cation of  labour.  When  one  community  possesses  greater 
skill  than  another  in  the  manufacture  of  any  particular 
product,  it  at  once  commands  the  markets  of  that  community, 
and  to  the  extent  of  its  demand  for  that  product  is  able 
to  turn  its  industry  into  what  channels  it  pleases  for  its 
own  advantage.  The  measure  of  the  advantage,  too,  is,  in 
the  first  instance,  the  measure  of  the  superiority.  Short  of 
raising  the  price  of  the  commodity  it  exports  so  high  as  to 
make  it  profitable  for  the  importing  community  to  organize 
the  manufacture  itself,  it  can  command  any  price  for  it  it 
pleases.  If  one  man  in  the  exporting  community  can  manu- 
facture as  much  of  this  commodity  as  two  in  the  importing, 
the  former  may  in   its  exchanges  receive,  subject  to  the 
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expenses  of  exchange,  the  labour  of  two  men  for  that  of  one  in 
any  commodity  it  chooses  to  import  from  that  community  in 
exchange  for  its  own.  If  the  manufacture  of  the  particular 
commodity  requires  much  organization,  and  if  the  inferiority 
of  its  production  has  disorganized  the  manufacture  in  the 
importing  community,  it  may,  if  it  chooses  to  push  its 
advantage,  receive  more.  To  such  advantages,  when  depending 
upon  mere  manual  skill,  there  would  necessarily  be  a  not  very 
extended  limit ;  but  when  we  take  in  the  case  of  machinery, 
we  have  a  vast  and  almost  indefinite  increase  of  their 
possible  expansion. 

The  comparatively  brief  period  during  which  elaborate 
machinery  has  been  in  use,  the  rapid  increase  in  the  number 
of  forms  and  appliances  in  which  it  has  been  rendered 
serviceable  to  the  increase  of  production  and  the  economizing 
of  labour  in  every  department  of  industry,  and  the  very 
partial  manner  in  which,  owing  not  only  to  its  great 
original  cost,  but  to  the  time  and  labour  required  for  training 
skill  to  use  it,  it  has  hitherto  been  diffused,  have  given  to 
the  communities  which  have  employed  it  most  freely  an 
almost  incalculable  industrial  advantage  over  others.  Now 
such  an  advantage  as  this  is  capable  of  being  turned 
to  account  to  an  indefinite  extent  for  the  promotion  of 
production  and  the  support  of  additional  population.  We 
have  seen  that  the  advantage  a  community  derives  from 
the  use  of  machinery,  as  far  as  its  home  trade  is  concerned, 
is  limited  to  the  economizing  of  certain  processes  of  pro- 
duction, the  saving  of  labour  on  which  cannot  extend  beyond 
the  quantity  actually  consumed  of  the  products  to  which  it 
applies.  But  a  saving  of  labour  which  differences  home 
from  foreign  production  can  be  turned  to  advantage  in 
any  direction  and  to  any  extent  The  price  procured  for  the 
commodities  thus  advantageously  produced  would  be  pro- 
portioned to  their  cost  of  production,  not  in  the  market  in 
which  they  were  produced,  but  in  the  markets  to  which  they 
were  sent.      And   when   this  artificial   advantage   extended 
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to  a  number  of  commodities  employing  a  large  proportion 
of  the  labour  of  a  community,  it  would  raise  the  price  in 
foreign  markets  of  the  whole  labour  of  that  community. 
Thus,  if  a  country  such  as  England  acquired  a  manufacturing 
superiority  that  enabled  it  to  send  the  products  of  its 
looms  and  other  productions  favoured  by  mechanical  ap- 
pliances to  most  other  countries,  and  if  that  country  had 
previously  been  a  corn  exporting  country,  it  would  cease  to 
export  corn,  because  its  labour  would  be  too  valuable  to  be 
applied  to  so  common  a  use ;  but  if  its  special  advantages 
in  the  possession  of  coal  made  it  necessary  for  other  countries 
to  take  coal  from  it,  it  would  receive  for  the  coal  it  exported 
a  price  proportioned  to  the  enhanced  value  of  its  labour 
due  to  its  manufacturing  facilities.  Thus  if  the  labour  of 
one  Englishman  in  cotton  goods  exchanged  for  the  labour 
of  two  Hindus  in  rice,  and  India  were  compelled  to  take  its 
supply  of  coal  from  England,  the  exchange  for  coal  exported 
to  India  would  be  as  favourable  to  England  as  the  ex- 
change for  cotton,  and  would  still  be  as  two  to  one. 

It  is  true,  as  a  matter  of  fact,  that  England  has  enjoyed  a 
great  advantage  over  other  countries  in  the  early  and  ex- 
tensive use  of  machinery ;  so  that  any  theoretical  principles 
that  apply  to  such  a  case,  will,  if  soundly  applied,  be  applic- 
able to  her  case. 

Now,  while  it  is  perfectly  clear  that  any  such  artificial 
advantages  must  in  their  own  nature  be  temporary,  it  might 
seem,  looking  to  the  very  different  degrees  of  industrial  de- 
velopment in  the  different  communities  of  the  world,  and  the 
many  obstacles  in  the  way  of  their  progress,  that  we  have 
got  here  a  very  solid  and  durable  resource,  and  that  for  a 
long  time  to  come  we  need  not  disturb  ourselves  by  consider- 
ing its  mutability.  It  will  be  found,  however,  by  a  little 
closer  examination,  that  even  this  exceptional  resource  is 
from  the  commencement,  and  throughout  its  whole  duration, 
strictly  subject  to  the  natural  law  of  limitation. 

It  has  been  said  that  a  country  in  this  position  would  cease 
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to  export  com.  It  would  do  more  :  it  would  begin  to  import 
it  Thus  it  would  no  longer  be  restricted  to  its  home  supply 
for  its  means  of  supporting  population.  But  the  very  cir- 
cumstances by  which  this  restriction  was  removed  would 
impose  a  new  one ;  and  this  new  restriction  would  be  that 
law  of  limitation  of  commercial  advantage  noticed  at  the 
close  of  last  chapter. 

The  exceptional  facilities  of  production  would  in  the  first 
instance  greatly  increase  the  profits  of  foreign  trade  in  the 
community  possessing  them,  and  this  would  rapidly  produce 
a  new  distribution  of  labour  in  that  community.  Wages  in 
the  production  of  the  favoured  export  commodities  would 
rise,  because  every  producer  would  be  anxious  to  increase  his 
production,  and  new  producers  would  be  anxious  to  share  in 
the  exceptional  profits.  The  rise  of  wages  would  not  neces- 
sarily be  in  proportion  to  the  rise  in  profits  ;  it  would  just  be 
sufficient  to  attract  additional  labour ;  but  in  proportion  as 
spare  labour  was  absorbed,  the  value  of  labour,  if  the  demand 
remained  still  unsatisfied,  would  continue  to  rise,  until  labour 
was  attracted  from  abroad,  or  if  the  difficulty  of  attracting 
foreign  labourers  were  too  great,  till  the  growth  of  home 
population  made  up  the  requisite  supply.  As  long  as 
abnormal  profits  continued,  accordingly,  the  demand  for 
labour  would  continue ;  for  these  profits  would  supply  both 
the  motive  and  the  means  of  enforcing  the  demand.  And 
this  demand  would  be  met,  if  not  sooner,  by  the  more  rapid 
growth  of  population  caused  by  the  higher  remuneration  of 
labour.  In  the  first  instance,  therefore,  labour  would  be 
attracted  from  the  less  remunerative  home  industries,  par- 
ticularly those  producing  commodities  of  which  supplies 
might  be  obtained  from  abroad.  As  further  labour  was 
required  it  would  be  supplied  either  from  abroad,  or  by  the 
growth  of  home  population. 

If  we  look  now  to  the  extent  and  durability  of  the  com- 
mercial advantages  derived  from  exceptional  facilities  in  the 
perfecting  processes  of  production,  we  shall  find  the  principle 
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of  limitation  begin  to  operate  upon  them  at  once.  It  matters 
not  how  great  the  initial  advantage  might  be.  Let  it  be  supposed 
that  it  doubled  or  trebled  the  value  of  labour  in  certain  pro- 
cesses ;  and  that  all  this  advantage  was  held  exclusively  by 
one  community.  I  have  said  that  this  community  might, 
notwithstanding  this  great  saving  of  labour,  command  a  price 
for  its  commodities  proportioned  to  their  cost  of  production 
in  the  markets  to  which  they  were  sent  There  would  thus 
be  established  in  its  favour  a  wide  margin  of  exceptional 
advantage.  Instead  of  exchanging  its  goods  at  the  expense 
of  an  addition  to  their  cost  of  production  due  to  the  charges 
imposed  by  commerce,  not  only  would  the  whole  of  these 
charges  be  borne  by  the  less  favourably  situated  party  to  the 
exchange,  but  as,  owing  to  the  greater  productiveness  of  home 
labour  in  the  special  branches,  the  labour  of  one  home 
labourer  would  exchange  for  that  of  two  or  three  foreign 
labourers,  there  would  be  a  large  gain  in  the  quantity  of 
produce  imported  over  the  amount  that  could  have  been 
produced  by  employing  the  same  amount  of  home  labour 
on  the  growth  of  produce  for  home  use  This  quantitative  ad- 
vantage in  the  purchase  of  foreign  labour  is  undoubtedly,  as 
already  said,  one  of  the  most  important  resources  of  foreign 
commerce,  when  it  is  relied  on  as  a  means  of  supporting  popula- 
tion. It  is,  as  already  shown,  the  only  positive  resource.  The 
means  of  supporting  life  may  be  imported  from  countries 
having  greater  natural  facilities  of  production ;  but  where 
there  is  no  other  advantage,  this  is  a  resource  inferior  to 
emigration.  But  when  foreign  labour  can  be  bought  on 
advantageous  terms,  there  is  established  a  resource  superior 
to  emigration.  And  it  is  important  to  notice  that  wherever 
this  resource  exists  it  becomes  a  substantial  means  of  sup- 
porting population.  Two  things  require  to  be  specially  noted 
in  regard  to  this  resource  of  commerce :  the  first  is  its  actual ; 
and  the  second  its  temporary  existence.  If  there  is  no  such 
resource,  then  no  extension  of  population  can  be  founded  on 
it     If  it  is  a  permanent  resource,  any  extension  of  population 
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founded  on  it  will  be  safely  founded,  and  economy  will  have 
nothing  to  say  to  it.  But  if  this,  whether  recognized  by 
economists  or  not,  is  a  resource  available  to  and  largely  used 
by  commercial  communities  ;  and  if  it  is  a  temporary  and 
insecure  resource,  it  is  important  that  its  real  nature  should 
be  known  to  those  who  are  concerned  in  it. 

The  actual  character  of  the  resource  may  be  easily  dis- 
covered from  what  takes  place  when  a  saving  of  labour  occurs 
in  any  of  the  processes  of  industry,  in  respect  to  the  re-adjust- 
ment of  industry  within  the  community  in  which  the  saving 
is  made.  There  will,  as  is  well  known,  be  no  permanent 
advantage  gained  by  the  industry  in  which  the  saving  is 
effected,  because  that  would  lead  simply  to  an  excess  of 
production  in  that  industry  ;  but  after  a  brief  period  of  transi- 
tion, the  supply  will  be  adjusted  to  the  demand,  and  the  profits 
of  the  improved  industry  will  return  to  their  normal  level. 
This  is  exactly  what  takes  place  when  a  community  acquires 
exceptional  manufacturing  advantages  over  others ;  though 
from  the  imperfect  nature  of  the  communication  between 
diflferent  communities,  and  other  obstacles  interposed  by  laws 
and  social  and  industrial  habits,  the  process  of  transition  is 
much  slower.  These  obstacles  interpose  so  far  as  often  to 
permit  exceptional  resources  to  become  available  to  a  large 
extent,  and  when  the  resources  are  of  so  great  magnitude  as 
those  resulting  from  a  long  succession  of  mechanical  dis- 
coveries, they  may  permit  them  to  prevail  for  a  lengthened 
period.  It  therefore  becomes  important  to  notice  the  process 
by  which  they  are  finally  reduced.  This  will  show  both  the 
fact  that  such  exceptional  advantages  have  a  certain  duration, 
and  that  that  duration  is  limited. 

The  initial  advantage  of  the  favoured  community  would  be 
proportioned  to  the  difference  in  cost  of  production  between 
it  and  the  communities  it  served.  But  this  extent  of  ad- 
vantage would  be  very  short-lived.  The  demand  in  a  par- 
ticular market  for  a  given  commodity  is  limited.  We  may 
suppose  that  in  the  first  instance  the  privileged  community 
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would  not  greatly  extend  the  range  of  its  commerce.  It 
would  send  to  markets  with  which  it  had  been  accustomed 
to  trade,  commodities  on  which  it  would  realize  a  greatly 
extended  profit  But  this  profit  would  prove  a  constant 
stimulus  upon  the  amount  of  its  exports ;  and  these  would 
grow  until  the  quantity  of  its  products  in  the  markets  with 
which  it  was  accustomed  to  trade  began  to  reduce  their  price. 
It  would  then  have  to  seek  out  new  markets ;  and  while  its 
exceptional  privileges  lasted  it  would  have  no  difficulty  in 
finding  them.  But  it  would  have  to  go  continually  from 
markets  which  were  either  naturally  or  artifically  placed  in 
more  advantageous  circumstances  for  trade,  to  those  which 
were  less  favourably  placed ;  to  markets  more  distant,  or 
which  obstructed  its  trade,  or  which  could  not  give  it  directly 
the  products  it  required.  These  disadvantages,  however, 
might  be  compensated  by  a  greater  initial  advantage  in  the 
differential  value  of  its  peculiar  products.  While  the  monopoly 
of  manufacturing  advantage  was  held  by  a  single  community 
its  increase  of  purchasing  power  would  not  be  exhausted  till 
it  had  supplied  the  world,  as  far  as  it  was  accessible  to  trade, 
with  its  particular  commodities.  This  would  evidently  secure 
a  considerable  duration  of  advantage,  especially  in  the  case  of 
a  community  which,  whether  from  the  pressure  of  population, 
the  stimulus  of  high  profits,  or  other  incentives  to  inventive 
genius  had  succeeded  in  perfecting  in  advance  of  others  along 
succession  of  mechanical  discoveries.  But  to  this  there  must  be 
an  end.  Even  on  the  extreme  supposition  that  the  monopoly 
of  exceptional  facilities  of  production  continued  uninterrupted, 
and  that  the  privileged  community  had  no  competitors,  it 
would  find  a  perfectly  effectual  competitor  in  itself  While 
its  exceptional  power  of  acquiring  positive  wealth  by  com- 
merce lasted,  its  population  would  increase  continually,  till  it 
was  able  to  sate  one  market  after  another.  During  this 
process  it  would  simply  be  gaining  an  abnormal  increase  of 
population  at  the  expense  of  other  communities.  There 
would  be  no  real  increase  of  population  resulting  Trom  com- 
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merce.  The  only  increase  would  be  from  the  economy  of 
production  resulting  from  improved  industrial  processes ;  and 
while,  because  of  these  improvements  not  being  generally 
diffused,  the  amount  of  this  increase  would  be  diminished  by 
the  whole  expenses  of  commerce,  and  by  all  the  obstructions 
which  the  exclusive  use  of  the  advantages  placed  in  the  way 
of  their  extended  use,  all  that  commerce  would  have  effected 
would  be  the  misdistribution  of  the  increased  population 
actually  resulting  from  them. 

The  measure  of  the  possible  increase  of  population  result- 
ing from  any  particular  mechanical  discovery  would  be  the 
economy  of  production  effected  by  it ;  and  if  the  discovery 
were  monopolized  by  a  single  community,  the  sole  results  of 
the  monopoly  would  be  a  limitation  of  the  advantages 
of  the  discovery,  and  the  confining  of  them  as  a 
resource  for  the  growth  of  population  to  a  particular  and 
possibly  not  very  favourable  locality.  The  advantages 
of  the  monopoly  to  the  community  possessing  it, 
while  they  would  not  be  exhausted  till  the  whole  demand 
of  the  world  had  been  supplied,  would  evidently  diminish 
gradually  and  steadily  from  stage  to  stage  till  they  reached 
this  point.  Just  as  the  total  advantages  would  be  limited  by 
the  total  demand,  each  particular  advantage  would  be  limited 
by  some  particular  demand.  To  purchase  certain  commodi- 
ties of  the  best  quality  and  on  the  most  advantageous  terms, 
certain  markets  would  have  to  be  resorted  to,  and  the  direct 
purchasing  power  of  the  community  in  these  markets  would 
be  measured  by  their  demand  for  its  commodities. 

But  no  community  can  long  hold  a  monopoly  of  manu- 
facturing facilities ;  and  the  course  of  industrial  progress  in 
a  community  which  comes  to  depend  on  them  for  the  means 
of  subsistence,  will  certainly  be  modified  by  external  com- 
petition. While  this  competition  will  limit  the  extent  of 
the  development  attainable  by  the  exceptional  advantages, 
it  will  not  alter  the  general  features  of  that  development, 
as  already  described.     The  principle  of  the  limitation  intro- 
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duced  by  this  competition  is,  however,  important.  The 
communities  in  which  no  competition  is  attempted  may  be 
far  more  numerous  than  those  in  which  it  is.  But  the 
moment  competition  is  attempted  anywhere  the  special 
advantages  of  monopoly  are  to  a  great  extent  gone.  The 
measure  of  advantage  is  no  longer  the  measure  of  direct 
superiority  of  the  producing  country  over  those  which  it 
supplies,  but  the  measure  of  its  advantage  over  its  competitor. 
This  competitor,  also,  is  endowed  with  the  same  principle  of 
growth  as  itself ;  and  if  not  formidable  in  the  beginning  is 
sure  to  become  formidable.  The  progress  of  industrial  devel- 
opment, however,  is  everywhere  slow ;  and  a  long  time  may 
be  occupied  with  a  growth  which  has  ultimately  to  embrace 
the  world. 

While  the  exceptional  advantages  on  which  mercantile 
prosperity  is  founded  are  thus  mutable  and  temporary  in 
their  own  nature,  they  entail  certain  consequences  on  those 
who  depend  on  them,  which  are  apt  to  outlast  their  own 
existence.  These  are  mainly  due  to  the  development  of  a 
population  dependent  on  external  resources;  and  this  de- 
mands a  little  consideration. 

The  country  which  acquires  exceptional  facilities  in 
the  perfecting  processes  of  industry,  as  it  cannot  fully  utilize 
them  in  the  home  trade,  becomes  as  we  have  seen  an  aggres- 
sively mercantile  country;  and  by  the  zeal  with  which  it 
pushes  its  commerce  it  constantly  tends  to  neutralize  its 
own  advantages.  This  commercial  propagandism  cannot 
stop  even  when  by  the  extension  of  its  production  its  profits 
have  been  worn  down  to  the  normal  margin ;  for  it  has  in 
the  meantime  extended  its  population  and  become  dependent 
on  foreign  resources  for  its  means  of  subsistence.  Such  a 
country  will  necessarily  become  an  importer  of  raw  material, 
and  especially  of  agricultural  produce,  particularly  of  corn. 
It  will  import  corn  not  only  because  in  the  expansion  of 
its  manufactures  it  has  added  to  its  population ;  but  because 
the   competition    of    its   manufacturing   industry   will    have 
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diminished  its  own  production.  Agricultural  labour  is  not 
all  equally  remunerative,  and  therefore  it  will  not  all  be 
affected  alike  by  the  competition  of  manufacturing  industry ; 
but  if  the  admission  of  corn  is  free,  and  if  agricultural  labour 
comes  freely  into  competition  with  manufacturing,  the  least 
remunerative  part  of  the  production  will  give  way  to  foreign 
competition,  and  the  less  productive  com  fields  will  cease 
to  be  cultivated.  The  result  will  be  the  same  whether  it 
is  the  greater  productiveness  of  foreign  agriculture  or  the 
greater  productiveness  of  home  manufactures  that  causes  the 
change ;  in  either  case  the  natural  limit  to  production  will 
have  so  far  receded,'  and  the  facility  of  procuring  supplies 
of  food  will  have  increased.  As  it  is  upon  this  increased 
facility  of  obtaining  supplies  of  necessaries  that  tlie  more 
rapid  growth  of  population  in  either  of  these  cases  will 
depend,  we  may  look  for  a  little  at  the  conditions  under 
which  a  community  necessarily  receives  supplies  of  corn  from 
abroad.  Of  course  these  supplies  will  always  be  conditioned 
by  the  difference  in  facility  of  production,  whether  of  manu- 
factures or  of  agriculture,  in  which  they  originated ;  when 
these  differences  of  facilities  diminish,  the  com  importing 
countiy  will  procure  its  supplies  with  more  labour,  just  as 
if  it  had  to  cultivate  poorer  land  at  home.  The  operation 
of  the  natural  law  of  limitation  in  this  direction  has  been 
already  considered  ;  but  there  are  certain  conditions  of  the 
production  of  raw  material  different  from  those  of  the  pro- 
duction of  manufactured  articles,  some  account  of  which  is 
necessary  to  enable  us  to  take  a  full  view  of  the  case. 

If  we  look  at  the  facilities  which  such  a  country  as  ours 
possesses  for  the  importation  of  food,  they  appear  to  be 
of  indefinite  and  almost  incalculable  magnitude.  However,  in 
this,  as  in  most  cases,  the  advantages  are  more  easily  seen 
than  the  drawbacks ;  and  the  latter,  which  are  permanent, 
will  be  found  at  a  very  early  period  to  detract  considerably 
from  the  apparent  gain. 

The  first   indispensable   condition  of  the   importation   of 
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necessaries  for  the  support  of  existence  is  that  they  should 
come  from  a  country  which  has  a  superfluity  of  them.  Two 
countries  cannot  mutually  assist  each  other  in  increasing 
the  supply  of  the  same  necessaries.  The  country  accord- 
ingly, which  supplies  food  to  an  over-populated  one  must  be 
an  under-populated  country.  This  is  the  condition  which 
seems  to  exist  in  so  great  abundance  ;  but  at  the  same  time  it 
entails  consequences  which  make  it  important  that  this  con- 
dition should  be  noticed. 

One  consequence  of  this  condition  of  food  importation  is 
the  complication  of  exchanges.  Every  country  which  im- 
ports must  also  export.  The  exports  pay  for  the  imports  ; 
and  the  one  are  always  the  measure  of  the  other.  But  the 
exports  are  not  always  a  direct  exchange  for  the  imports. 
Very  often  the  country  from  which  we  have  occasion  to 
purchase  most  is  not  the  country  which  has  occasion  to 
purchase  most  from  us.  Hence  we  have  to  export  to  some 
other  country  to  obtain  means  to  pay  the  country  from 
which  we  draw  our  supplies.  Now  the  more  indirect  com- 
merce becomes,  the  greater  is  the  charge  for  non-productive 
labour  entailed  upon  it.  A  food-importing  country  must 
always  have  a  large  amount  of  indirect  commerce. 

There  is  a  home  condition  of  the  importation  of  food 
which,  as  already  noticed,  does  not  enter  into  the  calcu- 
lation of  those  who  make  the  advantage  of  the  direct  con- 
sumer the  standard  of  mercantile  advantage  to  the  com- 
munity. No  industry,  as  has  been  observed,  is  isolated 
from  others.  And  not  only  the  change  which  a  new  mode 
of  supply  will  make  on  the  direct  cost  of  a  commodity 
to  the  consumer,  but  likewise  the  change  it  will  make  in 
the  production  of  other  commodities,  has  to  be  taken  account 
of  in  estimating  the  total  amount  of  advantage  derived  from 
it  Now  it  seems  probable  that  the  free  importation  of  corn 
has  a  tendency  to  raise  the  price  of  other  necessaries.  I 
cannot  speak  on  this  subject  from  positive  knowledge ;  but 
I  shall  give  the  facts  which  seem  to  me  to  render  this  con- 
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elusion  probable.  It  has  already  been  indicated  that  free 
importation  tends  to  diminish  home  production.  If,  in  the 
end,  it  should  not  diminish  it  absolutely ;  it  will  certainly, 
as  long  as  it  continues  to  be  an  available  resource,  diminish 
it  in  the  ratio  of  population.  It  would  seem  that  the  business 
of  a  farmer  is  most  economically  conducted  by  combining  in 
certain  proportions  the  growing  of  corn  with  the  breeding  of 
stock  and  the  production  of  dairy  produce.  I  judge  this  to 
be  the  case  from  the  constant  recommendations  made  to 
the  farmer  by  all  agricultural  authorities  to  keep  his  farm 
well  stocked.  Now  if  the  cultivation  of  home-grown  corn 
is  diminished,  the  quantity  of  cattle  and  dairy  produce  that 
can  be  grown  on  an  economical  basis  of  joint  farming  will 
be  diminished  also.  If  the  demand  for  these  continues 
unabated,  the  additional  supply,  accordingly,  can  only  be 
provided  on  a  less  economical  basis,  that  is  to  say  at  a 
greater  natural  cost  in  labour,  by  separate  production.  The 
cost  of  production  of  the  joint  farmer  who  realizes  his  profit 
partly  on  corn  and  partly  on  cattle  and  dairy  produce,  includes 
a  joint  profit  on  the  various  kinds  of  production.  If  the  price 
of  corn  is  lowered  by  free  importation  a  smaller  part  of  the 
joint  profit  will  be  derived  from  it  ;  and  unless  this  is 
compensated  by  a  corresponding  reduction  of  rent,  a  larger 
profit  must  be  charged  against  the  produce  less  directly 
subject  to  foreign  competition.  In  the  case  of  the  separate 
producer,  the  cost  of  production  is  directly  raised  by  the 
less  economical  character  of  independent  production,  and 
unless  compensated  by  the  reduction  of  rent,  must  tell  against 
the  price  of  the  commodity.  Thus  a  part  of  the  price  of 
cheap  corn  to  the  consumer  is  dear  eggs,  beef  and  butter. 
The  price  of  meat  and  of  dairy  produce  has  risen  greatly 
since  our  adoption  of  a  free-trade  policy.  This  has  been 
attributed  to  increased  demand,  owing  to  the  growth  of 
population  and  increased  mercantile  prosperity ;  but  this 
would  not  account  for  a  permanent  rise  in  price,  unless  the 
cost  of  production  were  raised  by  the  necessity  of  providing 
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for  the  increased  supply.  There  has  been  some  rise  in  rent, 
and  some  rise  in  the  price  of  agricultural  labour ;  but  these 
will  probably  not  account  for  the  whole  rise  that  has  taken 
place  in  the  value  of  these  products.  It  is  probable,  there- 
fore, that  a  permanent  addition  to  the  cost  of  these  neces- 
saries will  be  a  condition  of  our  continuing  to  draw  our 
supplies  of  corn  from  abroad  instead  of  growing  them  at 
home,  unless  we  take  to  importing  cattle  also.  It  is  no 
answer  to  this  to  say  that  cheap  corn  reduces  the  cost  of 
production  generally  more  than  dear  beef  and  butter  raise 
it.  Cheap  corn  is  the  initial  advantage  of  free  trade,  and 
when  we  are  considering  the  amount  and  durability  of  this 
advantage,  it  is  a  consideration  if  it  indirectly  affects  the 
cost  of  other  necessaries,  while  the  direct  advantage  itself 
is  liable  to  be  worn  out  by  increase  of  population  and  other 
causes.  It  may  be,  however,  that  the  increased  cost  is  due 
not  to  permanent  but  to  temporary  causes.  Agricultural 
leases,  habits,  and  other  arrangements,  may  have  hitherto 
prevented  the  separate  production  of  cattle  and  dairy  pro- 
duce being  generally  carried  on  on  the  scale  best  adapted 
to  economical  production ;  and  the  division  of  labour  may 
in  these  turn  out  not  to  be  disadvantageous  to  them.  There 
are  other  illustrations,  however,  of  the  principle  ihat  the 
direct  cost  of  particular  commodities  is  not  the  test  of 
common  advantage.  The  profit  of  a  sheep-breeder  is  made 
up  partly  of  mutton  and  partly  of  wool.  If  the  price  of 
wool  is  reduced  by  free  importation,  the  price  of  mutton 
will  necessarily  be  raised.  In  like  manner  the  price  of  beef 
or  mutton  may  to  a  smaller  extent  be  affected  by  the  im- 
portation of  hides  or  leather.  In  all  these  cases,  it  is  to  be 
noted  that  there  is  an  actual  balance  in  labour  against  the 
importing  community.  As  the  country  that  imports  wool 
will  have  comparatively  dear  mutton,  the  country  that  grows 
wool  for  another  will  have  cheap  mutton  ;  because  the  price 
of  its  mutton  is  to  a  great  extent  paid  by  the  wool  import- 
ing  country.     These   statements   are   made  simply  for  the 
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establishment  of  a  principle  ;  not  with  a  view  to  an  applica- 
tion to  any  particular  policy.  Whatever  may  be  the  natural 
elements  of  cost  in  any  mercantile  exchanges,  the  balance 
of  actual  advantage  is,  saving  the  unintentional  result^  of 
over-trading,  generally  in  favour  of  exchange,  provided  ex- 
change or  trade  is  really  free  ;  but  in  order  to  ascertain 
what  constitutes  equal  terms  between  internal  and  external 
production,  I  believe  the  incidence  of  taxation,  as  constitut- 
ing a  differential  element  between  actual  and  natural  cost, 
requires  to  be  taken  into  account ;  otherwise  particular  foreign 
productions  may  be  favoured  in  ways  which  while  they  afford 
no  real  advantage  to  the  consumer  disturb  the  economic 
distribution  of  labour.  This,  however,  is  a  question  that 
does  not  properly  concern  us  here,  and  is  too  large  to 
discuss  incidentally. 

There  is  another  drawback  to  the  advantages  derived  from 
the  superior  facilities  of  foreign  production,  which  as  it  is  a 
disadvantage  uncompensated  by  any  advantage  to  the  foreign 
producers,  or  to  the  communities  to  which  they  belong,  serves 
still  further  to  show  the  natural  inferiority  of  such  a  mode  of 
supporting  population  to  that  of  home  production.  If  we  draw 
our  supplies  of  corn  from  abroad,  we  necessarily  receive  them 
from  a  variety  of  foreign  countries,  which  grow  for  us  without 
concert  or  consultation.  Our  demand,  subject  to  the  vicissi- 
tudes of  seasons  and  other  causes,  is  also  necessarily  fluctuat- 
ing. It  can  hardly  be  estimated  as  accurately  in  a  variety 
of  foreign  countries  as  in  our  own.  It  can,  therefore,  only  be 
met  regularly  by  being  over-supplied.  In  order  that  we  may 
get  as  much  corn  as  we  require,  more  must  be  grown  for  us 
than  we  will -take.  Now,  it  would  appear  on  a  surface  view 
of  the  principles  of  competition,  that  we  ought  to  get  our 
corn  cheaper  on  account  of  this  over-supply.  But  it  has  been 
shown  that  competition,  while  it  may  add  to,  cannot  evade 
the  ultimate  payment  of  the  cost  of  production  of  the  com- 
modities consumed.  Competitive  production  among  various 
communities  for  the  supply  of  a  distant  market  must  neces- 
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sarily  add  to  the  cost  of  production.  Whatever  these  com- 
munities over-produce  is  likely  to  be  wasted,  as  their  supply 
always  necessarily  exceeds  their  own  wants.  The  particular 
loss  resulting  from  particular  cases  of  over-production  will 
always  fall  directly  on  the  producers  ;  but  indirectly,  by 
raising  the  cost  of  production,  it  must  ultimately  press  upon 
the  consumers.  We  do  not  require  to  remunerate  all  who 
produce  for  us  ;  but  if  we  would  secure  an  adequate  supply, 
we  must  give  a  sufficient  remuneration,  in  spite  of  losses, 
to  induce  a  sufficient  number  of  producers  to  continue  to 
supply  us.  The  speculative  character  of  our  own  trade, 
through  which  our  supplies  are  provided ;  the  high  prices  paid 
by  us  in  dear  years,  and  the  superfluous  supplies  taken  to 
keep  down  our  home  prices  in  cheap,  afford  the  necessary 
machinery  by  which  this  remuneration  is  provided. 

This  last  condition  of  a  foreign  food  supply  is,  however, 
a  permanent  source  of  anxiety  to  the  providing  countries  ; 
and  naturally  suggests  to  them  considerations  which  provide 
a  new  difficulty  for  the  food-importing  one.  It  has  been 
noticed  that  food  can  only  be  imported  from  countries  whose 
supply  is  superabundant  The  population  of  countries  which 
have  a  redundant  supply  of  food  is  naturally  a  growing  one  ; 
and  where  there  are  no  artificial  obstacles,  its  growth  is  usually 
rapid.  The  spare  supplies  of  such  communities  are  thus 
being  constantly  encroached  on  and  absorbed  by  home  wants. 
But  this  natural  absorption  is  hastened  by  the  conditions 
arising  out  of  the  commercial  relations  of  these  countries 
with  the  countries  which  they  supply  with  food.  This  com- 
merce gives  them  the  initial  advantage  of  enabling  them,  by 
supplying  their  other  wants,  to  turn  their  whole  industry  in 
the  one  direction,  and  thus  secures  a  rapid  expansion  of  the 
agricultural  basis  of  industrial  organization.  Commerce, 
moreover,  gives  them  the  nucleus  of  towns,  combining  with 
an  incipient  organization  of  industry  a  training  in  the  spirit 
of  enterprise  and  speculation.  It  is  impossible  that  a  free 
country  can  rest  in   this  position.     Apart  from  industrial 
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advantages,  there  are  social  and  political  motives  which 
prompt  it  to  aim  at  and  strive  for  a  complete  organization 
of  its  home  industry.  From  an  industrial  point  of  view  there 
are  also  many  advantages  in  the  possession  of  a  fully 
organized  industrial  system,  and  the  immediate  command  of 
every  variety  of  industrial  skill,  which  are  not  to  be  measured 
by  the  mere  price  paid  for  commodities.  There  are  also  various 
reasons,  already  hinted  at,  in  the  commercial  relations  of  these 
countries  with  the  manufacturing  ones  to  quicken  their  zeal 
on  behalf  of  a  home  organization  of  industry.  There  are  the 
fluctuations  of  a  commerce  which,  in  addition  to  the  uncer- 
tainties produced  by  its  own  uncontrollable  complexity  and 
world-embracing  magnitude,  resulting  in  periodical  disorgan- 
izations and  prostrations  of  industry,  is  liable  to  similar 
disturbances  from  political  causes  throughout  the  whole  of 
its  wide  area.  The  immediate  gain  of  taking  foreign  products 
is  frequently  also  more  apparent  than  real.  Cosmopolitan 
manufactures,  as  already  observed,  are  always  the  most 
doubtful  in  point  of  quality ;  and  initial  cheapness  is  not 
always  confirmed  by  the  test  of  use.  Countries  in  this 
position  are  thus  naturally  inclined  to  favour  the  protection 
of  native  industry  and  this  is  the  exception  to  the  natural 
progress  of  industry  towards  liberty  which  I  have  already 
noticed. 

This  tendency  towards  protection  is,  as  I  have  said, 
natural ;  and  it  is  fully  justified  by  the  strictest  economical 
reasoning.  The  fanatical  intolerance  with  which  it  is  often 
assailed  in  this  country,  is  the  result  simply  of  ignorance  and 
the  prejudices  bred  by  self-interest 

The  aim  of  the  policy  is  manifestly  a  legitimate  one.  It 
has  already  been  shown  that  a  home  organization  of  industry 
is  in  the  strictest  sense  the  most  economical ;  and  there  can 
be  no  doubt  that  when  a  new  country  has  raised  its  manu- 
factures to  an  equality  in  efficiency  with  those  of  older 
countries  it  will  gain  greatly  by  exchanging  its  agricultural 
products  against  its  own  manufactures  instead  of  sending 
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them  abroad.  The  whole  question,  then  is  one  of  method  ; 
and  the  arguments  which  those  who  call  themselves  free- 
traders direct  against  this  form  of  protection  relate  exclusively 
to  the  cost  of  the  process  it  entails.  Now,  it  is  impossible 
for  an  unorganized  industry  at  any  point  of  its  progress  to 
attack  an  organized  one  without  entailing  loss  and  submit- 
ting to  temporary  disadvantage  ;  and  if  immediate  advantage 
alone  is  to  be  consulted,  the  industry  of  such  a  country  must 
remain  for  ever  unorganized.  Is  it  then  to  be  held  that  the 
wisdom  or  energy  of  private  enterprise  alone  is  equal  to 
making  the  sacrifices  required  for  the  common  good  ;  or  is 
this  a  dogma  of  such  elevation  as  to  entitle  those  who 
hold  it  to  lecture  as  from  a  superior  moral  standpoint  the 
holders  of  a  contrary  opinion  ? 

I  apprehend  that  a  new  country  in  imposing  protective 
duties  in  favour  of  native  industry  is  simply  doing  by  a 
common  enterprise  what  individuals  both  in  an  old  and  a 
new  country  do  when  they  endeavour  to  organize  an  opposi- 
tion to  an  established  industry.  And  there  can  be  no  doubt 
as  to  the  adaptation  of  the  means  to  the  end.  Protection  is 
as  certain  a  means  of  organizing  industry  in  a  new  country 
as  free-trade  is  of  extending  population  in  an  old  one  with 
a  superior  industrial  organization.  The  price  paid  for 
making  this  a  common  enterprise  is  simply  a  determined 
temporary  addition  to  the  cost  of  certain  products.  Those 
who  make  the  experiment  have  the  control  of  the  amount 
of  the  sacrifice.  Nor  is  the  sacrifice  necessarily  always 
without  immediate  compensation.  There  is  always  a  gain 
in  the  increase  of  industrial  skill  in  the  community ;  and 
sometimes  the  ruder  skill  of  home  producers  may  compensate 
by  more  honest  workmanship  for  much  of  its  inferiority  in 
style  or  productiveness. 

Of  course,  whether  the  organization  of  industry  is  made  a 
common  enterprise  or  left  to  individuals,  knowledge  and  judg- 
ment must  be  exercised  in  selecting  the  time  and  mode  in 
which  the  enterprise  is  to  be  undertaken.     In  this  respect  the 
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one  kind  of  agency  has  no  advantage  over  the  other.  Just  as 
private  capital  may  be  lavished  on  hopeless  enterprises,  heavy 
burdens  may  by  inopportune  attempts  at  organization  be  im- 
posed on  a  people  with  little  organizing  effect ;  while  by  a 
more  judicious  selection  of  opportunity,  great  advances  may 
be  made  at  comparatively  little  cost.  But  this  is  a  question  of 
administration,  not  of  principle.  Such  an  application  of  pro- 
tection as  is  here  discussed  is  wholly  different  in  its  nature 
from  the  adoption  of  protection  by  a  country  with  a  fully 
organized  industry.  The  former  is  a  progressive  movement 
towards  an  end  desirable  in  itself ;  the  latter  is  an  economical 
mistake,  because  it  restricts  arbitrarily  and  unduly  the  natural 
field  of  home  industry,  and  imposes  obstructions  on  foreign 
industry  in  the  strict  sense  of  the  term. 

A  country  which  depends  on  merely  artificial  advantages 
is  subject  to  all  the  drawbacks  to  its  prosperity  we  have  been 
considering.  Not  only  is  it  directly  assailed  by  other  com- 
munities of  its  own  class  envious  of  its  privileges,  but  the  less 
organized  communities  from  which  it  draws  its  supplies, 
besides  being  put  on  the  road  by  it  to  fill  up  their  own 
populations,  are  solicitous  to  anticipate  the  mere  absorption 
of  their  territory  by  organizing  their  spare  labour  for  home 
industry.  Nor  can  this  movement,  which  is  a  natural  and 
proper  one,  be  argued  or  reproved  out  of  existence. 

Natural  resources  other  than  agricultural,  mining  wealth,  for 
instance,  form  a  basis  for  the  expansion  of  population  more 
solid  and  durable  than  mere  artificial  advantages.  These  also 
give  a  certain  advantage  to  the  manufacturing  industries  of 
the  communities  that  possess  them,  as  the  carriage  of  finished 
articles  is  always  less  than  that  of  raw  materials ;  but  this 
advantage  is  one  of  which  other  communities,  are  naturally 
jealous,  and  which  will  not  be  allowed  to  proceed  further 
than  they  can  help.  If  the  country  which  possesses  the  raw 
material  sends  out  at  first  the  finished  products,  they  will 
begin  by  wresting  one  process  of  the  manufacture  from  it  after 
another,  till  they  have  reached  the  raw  material  itself.    While 
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mining  resources  also  are  a  more  durable  resource  than  manu- 
facturing superiority,  they  are  equally  liable  to  mutation  in 
their  mercantile  value.  They  depend  for  this  not  only  on 
the  continued  productiveness  of  home  resources,  but  on  altera- 
tions of  value  due  to  the  extension  of  mining  industry  else- 
where. Mere  priority  of  development  of  mining  wealth  is 
not  a  better  resource  than  any  other  manufacturing 
superiority. 

The  conclusions  of  this  chapter,  accprdingly,  are  as  follows. 
Commercial  advantages  of  a  nature  to  increase  the  means 
of  subsistence  are  necessarily  one-sided,  and  therefore  tem- 
porary in  their  nature  ;  and  are  always  gained  at  the  expense 
of  an  increase  of  the  natural  cost  of  production.  Such  partial 
advantages  are  only  stages  in  the  progress  of  industrial 
development,  and  must  cease  when  that  development  is 
complete.  The  reduction  of  these  partial  advantages  is  the 
normal  tendency  of  the  process  of  development,  and  is  most 
powerfully  promoted  by  the  mercantile  activity  of  the  com- 
munities to  which  the  temporary  advantages  belong.  When 
any  community  acquires  such  an  advantage,  accordingly,  it 
simply  acquires  a  new  starting  point  from  which  its  progress 
in  wealth  and  population  is  governed  by  the  law  of  limitation 
in  a  form  in  which  the  rigour  of  its  application  is  enhanced 
by  the  number  of  natural  restrictions  to  which  from  so  many 
different  quarters  it  is  subjected. 

There  is  this  further  difference  between  internal  and  ex- 
ternal resources  as  a  means  of  supporting  population,  that 
while  the  former,  however  hardly  they  may  be  pressed  on, 
are  still  a  permanent  resource,  the  operation  of  the  law  of 
limitation  on  the  artificial  resources  is  not  merely  to  restrain 
their  expansion,  but  to  take  them  away  altogether. 

The  economical  determination  of  commerce,  accordingly, 
that  at  which  all  measures  based  on  sound  views  of  commerce 
ought  to  aim,  is  not  the  indefinite  expansion  of  commerce, 
but  its  definite  limitation.  Of  the  two  ends  which  commerce 
serves,  the  distribution  of  labour  and  the  diffusion  of  varieties 
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of  productions,  each  has  a  limit ;  and  both  home  and  foreign 
trade,  as  we  have  seen  in  the  chapters  on  Competition  and  in 
the  present  chapter,  are  capable  of  being  carried  further  than 
is  subservient  to  these  purposes.  As,  however,  the  cost  of 
commerce  is  in  direct  ratio  to  its  amount,  all  commerce  which 
does  not  to  an  adequate  degree  promote  one  or  other  of  these 
ends  is  so  much  labour  wasted.  Thus  the  ends  of  commerce 
being  provided  for,  the  minimum  of  commerce  corresponds 
with  the  maximum  of  commercial  advantage.  From  this  it 
follows  also  that  distant  commerce,  or  foreign  commerce  in 
the  strict  sense  of  the  term,  is  capable  of  subserving  the  latter 
of  these  ends  only ;  and  that  all  such  commerce  which  merely 
subserves  the  distribution  of  labour,  the  kind  of  commerce  we 
have  been  considering  in  this  chapter,  is  in  an  economical 
sense  wasted  labour.*  If  the  tendency  of  free  commercial 
intercourse  is  not  to  yield  the  prevalence  everywhere  to  local, 
or  home  production,  in  all  cases  in  which  local  industry  does 
not  rest  under  natural  disadvantages,  then  freedom  of  com- 
merce is  a  mistake.  There  can  be  no  doubt  that  all  the 
material  circumstances  of  production  and  distribution,  both 
in  respect  to  quantity  and  quality,  tend  to  this  result;  but 
there  are  many  disturbing  forces  of  an  external  kind,  both 
social  and  political,  besides  the  internal  force  of  a  restless 
and  unappeasable  competition,  that  militate  against  its  attain* 
ment  When  a  community  attempts  to  push  its  population 
beyond  its  natural  limits  by  an  aggressive  commerce,  although 
it  may  minister  incidentally  to  the  industrial  growth  of  other 
communities,  it  is  really  following  one  of  the  blind  instincts 
of  unregulated  competition,  which  is  sure  sooner  or  later  to 
bring  on  it  a  natural  retribution.  Though  this  retribution 
may  be  slower  in  the  case  of  a  community  than  of  an  indi- 

•  Foreign  Commerce^  it  may  also  be  observed,  adds  a  distinctively  new  element 
to  cost.  We  have  seen  that  the  differential  element  of  individual  privilege  prevents 
commodities  from  exchanging  in  the  ratio  of  the  quantity  of  labour  they  contain. 
In  the  exchange  of  commodities  between  different  communities  there  is  in  addition 
to  the  two  elements  of  labour  and  individual  privilege,  the  element  of  national 
privilege,  or  advantage  in  exchange. 
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vidual,  or  a  particular  industry,  it  follows  in  ways  not  unlike 
those  we  have  seen  pursuing  these  more  private  interests  in 
the  part  of  our  discussions  already  alluded  to. 

The  whole  of  the  governing  interests  of  industry,  pro- 
prietors, capitalists,  and  adventurers,  are  engaged  as  we  have 
found  by  their  private  interest  in  an  undeviating  effort  to 
push  both  production  and  commerce  to  their  utmost  limits. 
This  effort  is  seconded  by  the  weakness  of  the  remain- 
ing industrial  class,  the  only  one  whose  natural  interests 
would  prompt  it  to  oppose  it,  the  class  of  direct  labourers ; 
and  when  it  results,  as  it  naturally  tends  to  do,  in  pressure  of 
population  on  the  means  of  subsistence,  the  industrial  instincts 
of  society  can  suggest  no  other  remedy  than  to  find  either 
new  productive  resources,  or  new  fields  of  commercial  agres- 
sion, to  be  used  up  in  the  struggle.  These  resources  can  never 
directly  meet  the  evil,  to  which  at  the  best  they  provide  only 
a  temporary  alleviation,  with,  in  the  case  of  the  latter,  at 
all  events  the  not  uncertain  prospect  of  future  aggravation. 
The  organization  of  industry,  therefore,  presents  no  state  of 
equilibrium,  and  holds  out  no  prospect  of  any  point  of  repose. 
It  is  and  must  continue  to  be  an  unending  struggle  between 
the  opposing  forces  of  production  and  population,  modified 
only  by  prudential  restraints.  Whether  this  war  should  be 
carried  on  d  outrance,  under  the  guidance  of  competition,  or 
whether  some  moderating  principle  should  be  interposed  by, 
or  on  behalf  of,  those  who  are  interested  in  allaying  its 
violence,  is  the  great  question  which  the  economy  of  the 
present  day  has  to  answer.  The  evidence  on  which  the 
answer  must  depend  has  already  been  partly  discussed  in 
this  work,  and  will  be  more  fully  unfolded  in  the  second 
part  of  it 
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ON  SOCIAL  AND  POLITICAL  RESTRAINTS  ON   PRODUCTION, 

OR  BURDENS  ON  INDUSTRY, 

PRODUCTION,  or  industry  in  general,  is  limited  by  its 
external  surroundings  in  various  ways.  Some  of  these 
limitations,  being  the  natural  limits  imposed  on  productive 
industry  by  the  superior  claims  of  other  interests,  are  wholly 
beneficial ;  others  being  encroachments  on  the  proper  field 
of  industry,  are  more  or  less  injurious.  In  dealing  with  the 
limitation  of  industry  by  surrounding  interests,  it  is  necessary, 
accordingly,  to  bear  in  mind  what  economists  are  too  liable 
to  forget,,  not  only  that  all  limitations  of  industry  by  other 
interests  are  not  encroachments  on  the  proper  domain  of 
industry ;  but  that  industry  itself  is  governed  by  one  of  the 
most  aggressive  and  encroaching  of  human  interests,  and  is, 
therefore,  quite  as  likely  to  encroach  unduly  on  other  interests 
as  to  be  unduly  encroached  upon  by  them. 

The  whole  subject  suggested  by  these  considerations  is 
too  wide  to  be  gone  into  in  a  single  chapter.  Some  aspects 
of  it  will  occupy  our  attention  in  the  second  part.  What  we 
have  here  to  do  is  to  lay  down  certain  general  principles 
as  to  the  tendencies  or  effects  of  the  social  and  other  limits 
imposed  on  industry,  whether  beneficial  or  otherwise,  with 
the  view  to  correct  certain  misconceptions  to  which  partial 
and  one-sided  views  of  these  limitations  may  have  given  rise. 
For  many  reasons,  some  of  which  have  been  indicated  in  a 
former  chapter,  taxation  forms  a  very  good  representative 
of  a  large  class  of  the  interests  that  condition  the  develop- 
ment of  industry,  whether  for  good  or  for  evil.       The  in- 
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cidence  of  taxation  will,  therefore,  form  one  of  the  principal 
topics  of  discussion  in  this  chapter.  The  mere  mention  of 
a  subject  of  such  extent  will  show  how  general  the  discussion 
must  be.  My  object  in  introducing  it  is  mainly  to  notice, 
one  or  two  very  prevalent  errors  of  a  fundamental  kind ; 
which  as  they  are  liable  to  be  made  the  foundation  of  de- 
lusive hopes  and  of  fallacious  schemes,  have  a  very  important 
bearing  on  our  subject. 

I  have  already  said  that  the  legitimate  boundaries 
of  a  general  government  is  a  question  which  every  com- 
munity decides  for  itself.  In  discussing,  therefore,  as  limita- 
tions to  industry,  certain  social  requirements  which  have  as 
a  matter  of  fact  come  within  the  care  of  general  government, 
I  discuss  them  as  social  necessities,  placing  them  under  a 
category  they  have  actually  occupied,  without  reference  to 
the  question  whether  the  actual  arrangements  of  society  in 
providing  for  these  things  are  the  best  or  not.  Taking  this 
common  view  of  the  functions  of  a  national  government, 
'that  is  of  the  things  that  have  to  be  provided  for  by  taxation, 
it  is  obvious  they  include  many  things,  not  merely  rendered 
necessary  by  the  defects,  but  highly  beneficial  in  a  positive 
way  to  the  progress  and  well-being  of  society.  These 
objects  cannot  be  considered  in  any  respect  inferior  to  the 
object  of  industrial  pursuits. 

If  we  take  education  as  an  illustration  of  these  objects,  it 
is  certain  that  knowledge  is  indispensable  to  industry;  but 
it  is  equally  certain  that  knowledge  cannot  be  maintained  in 
the  position  of  a  mere  ministrant  to  industry.  The  know- 
ledge that  could  be  provided  for  in  this  way  would  soon 
be  incapable  of  serving  the  purposes  of  industry  itself.  It 
is  therefore  indispensable  that  the  interests  of  society  in 
education  should  be  placed  on  some  surer  footing  than  that 
of  dependence  on  mere  private  interest ;  although  it  does 
not  follow  that  the  promotion  of  education  by  private  interest 
is  to  be  discouraged  or  abandoned.  Similar  observations 
might  be  made  on  religion,  the  cultivation  of  art,  and  other 
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objects  which  have  from  time  to  time  come  under  the  care 
of  the  state.  Even  the  most  ordinary  police  duties  of  a 
civil  government  would  hardly  fare  well  if  no  more  public 
spirit  were  enlisted  in  their  discharge  than  could  be  supplied 
by  the  voluntary  co-operation  of  private  interest 

We  must  therefore  dismiss  from  our  minds  any  notion  of 
regarding  taxation,  even  from  the  strictest  point  of  view  of 
economy,  merely  as  a  burden  on  industry.  In  its  more  bene- 
ficial forms  it  is  a  powerful  contributory  to  the  growth  of 
industry,  and  gives  to  it  much  more  than  it  takes  from  it. 
On  the  other  hand,  taxation  represents  as  faithfully  a  very 
important  class  not  of  interests,  but  of  tendencies  adverse 
either  to  the  growth,  or  to  the  beneficial  application  of  in- 
dustry as  an  economical  provision  for  the  wants  of  society. 
These  tendencies  are  not  wholly  external  to  industry.  Some 
of  them  originate  in  industrial  habits,  or  spring  from  indus- 
trial institutions  ;  but  as  they  also  originate  in  the  habits 
and  institutions  of  social  or  political  life  they  may  be  properly 
dealt  with  here. 

In  former  times,  as  has  already  been  noticed,  a  multitude 
of  class  privileges  and  restrictions  of  a  social  and  political 
kind,  encroached  upon  and  restricted  the  sphere  of  industry. 
Liberated  from  these  trammels,  industry  has  begun  to  feel 
its  strength  ;  but  from  this  very  circumstance  a  new  danger 
has  beset  it  both  from  within  and  from  without,  in  the  wan- 
tonness with  which  this  seemingly  inexhaustible  strength  is 
liable  to  be  used,  and  in  the  exorbitant  demands  that  are 
liable  to  be  made  upon  it  Jealousy  of  classes  and  privileges  is 
now  nearly  out  of  date  ;  but  jealousy  of  organizations,  whether 
political  or  industrial,  may  very  well  come  in  its  place. 

The  internal  danger,  that  resulting  from  the  organization 
of  industry  itself,  has  already  been  pointed  out  in  some 
detail ;  but  as  in  this  book  at  least,  we  have  been  occupied 
chiefly  with  one  phase  of  it,  that  which  belongs  more  particu- 
larly to  this  chapter  may  here  be  noticed  again.  It  is  not 
only  over-population  and  over-accumulation  that  the  indus- 
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trial  organization  tends  to  promote,  but  also,  or  rather  con- 
sequently, over-expenditure.  The  mere  cheapness  of  com- 
modities, as  has  already  been  said,  tends  to  an  exuberant 
freeness  in  the  use  of  them,  which  to  a  large  extent  further 
tends  to  frustrate  the  most  valuable  result  of  facility  of  pro- 
duction, the  saving  of  labour. 

I  do  not  mention  this  in  the  interest  of  individual  parsi- 
mony. I  have  already  pointed  out  how  futile  a  resource  the 
parsimony  of  individuals  is  in  an  organization  of  industry 
where  every  individual  saving  goes  into  a  fund  destined  to 
increase  the  general  expenditure.  As  surely  as  the  mer- 
cantile spirit,  and  the  desire  for  gain,  increase  in  a  com- 
munity, so  surely  will  the  general  expenditure  increase,  in 
spite  of  the  isolated  efforts  of  unmotived  parsimony. 

To  those  who  are  content  to  look  at  the  surface  of  affairs, 
the  dangers  of  over-expenditure  may  not  appear  alarming. 
The  historical  view  of  the  position  has  here  again  a  flattering 
tale  to  tell ;  and  it  is  often  told  in  a  flattering  manner. 
Simultaneously  with  the  increase  of  luxury,  we  have  gained 
an  abridgement  of  labour.  Whatever  the  gain  may  be, 
however,  it  is  subject  to  some  qualifications. 

Those  who  take  the  flattering  view  of  our  prospects,  seldom 
consider  the  encroaching  force  of  population  with  which  we 
have  been  dealing.  They  do  not  remember  that  we  are 
in  the  very  spring-time  and  heyday  of  expanded  industrial 
powers ;  they  take  our  actual  gain  of  labour,  without  inquir- 
ing too  curiously  what  with  our  opportunities  it  might  have 
been ;  and  they  do  not  contemplate  the  possibility  that 
before  an  encroaching  demand  our  present  margin  of  leisure 
may  easily  be  swept  away. 

Even  at  present  there  are  symptoms  that  might  very  well 
excite  alarm,  and  that  suffice  at  all  events  to  show  that  the 
tendency  of  industry  to  encroach  on  the  time  of  the  com- 
munity is  one  of  the  things  which  the  present  organization 
of  industry  cannot  control ;  and  for  which  it  is  important 
that  some  means  of  control  should  be  provided. 
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If  the  labouring  day  has  been  somewhat  abridged,  it  is 
universally  admitted  that  modern  toil  is  harder,  and  more 
severely  taxes  the  powers  of  the  labourer ;  so  that  shorter 
working  hours  are  a  necessity.*  But  a  much  more  serious 
consideration  is  that  the  gain  of  time  has  been  accompanied 
by  a  large  accession  from  a  very  undesirable  source  to  the 
numbers  of  labourers.  No  gain  of  time  to  adult  male 
labourers  can  be  considered  a  gain  that  is  accompanied 
with  increased  labour  to  women  and  children.  If  an  increas- 
ing demand  for  this  kind  of  labour  is  a  necessary  condition 
of  mercantile  supremacy,  the  sooner  that  supremacy  is  aban- 
doned the  better  for  national  prosperity.  Whether  women 
of  the  labouring  class  work  harder  now  than  formerly  is 
a  question  which  it  might  be  very  difficult,  and  which  it 
IS  not  necessary  to  determine.  What  is  important  is  that 
female  labour  was  never  so  largely  employed  in  the  direct 
organization  of  productive  industry,  and  that  the  demand  or 
necessity  for  so  employing  it  is  increasing.  It  is  true  the 
amount  of  their  labour  is  legally  restricted,  a  proof  of  the 
inability  of  the  industrial  organization  duly  to  regulate  it ; 
but  what  is  the  proof  that  such  legal  restrictions  will  endure 
against  the  growing  necessities  of  industry  >  In  regard  to 
children,  it  is  probable  that  their  labour  was  never  so  largely 
and  systematically  employed  ;  because  it  was  never  before 
rendered  so  valuable.  What  makes  all  this  so  significant 
is  that  this  movement  for  the  absorption  into  industrial 
channels  of  the  labour  of  the  weaker  and  more  dependent 
members  of  the  community,  is  the  result  of  those  discoveries 
for  economizing  labour  from  which  we  might  have  expected 
a  lightening  of  the  burdens  of  society.  That  this  movement 
is  a  retrogressive  one  is  plain  on  the  very  simplest  principles 

*  Perhaps  it  would  be  more  correct  to  say  that  this  is  generally  asserted.  Some 
branches  of  labour  have  been  little  aflfected  by  modem  improvements,  and  I  doubt 
much  if  the  labourers  in  one  of  these  would  admit  that  they  were  not  entitled  to  any 
abridgement  of  labour  because  their  toil  was  not  so  hard  as  that  of  labourers  who 
made  use  of  modem  appliances.  I  believe  the  truth  to  be  that  with  shorter  hours 
men  universally  do  work  harder. 
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of  economy.  If  any  division  of  labour  is  economically  bene- 
ficial either  in  an  industrial  or  social  point  of  view,  surely 
that  primary  and  natural  division  which  assigns  to  the  man 
the  provision  for  his  household,  to  the  woman  the  care 
of  it,  and  to  the  children  the  task  of  preparation  for  future 
usefulness,  must  forever  remain  the  most  valuable ;  and  the 
division  of  labour  which  traverses  this  can  hardly  be  much 
better  than  a  mockery  of  division  of  labour.  If  during  the 
earlier  and  cruder  periods  of  industrial  organization  this 
natural  division  of  labour  was  the  luxury  of  a  minority, 
one  of  the  earliest  and  most  valuable  fruits  we  might  have 
expected  from  the  improvement  of  our  organization  was 
the  extension  of  it ;  and  if,  instead  of  this,  we  find  our  pro- 
gress in  the  opposite  direction,  it  would  appear  we  have 
little  to  congratulate  ourselves  upon. 

If  the  habit  of  encroaching  on  facility  of  production  were 
confined  to  private  expenditure,  it  would  be  serious  enough  ; 
but  what  has  brought  it  in  for  special  notice  in  this  chapter 
is  that  the  secret  of  this  facility  soon  transpires,  and  is  made 
available  as  a  political  resource.  Industry  is  thus  again  in 
danger  of  being  brought  into  bondage  from  without.  Nor 
is  the  danger  a  trifling  one.  This  will  be  best  illustrated 
by  a  brief  examination  of  a  particular  department  of  govern- 
ment expenditure.  The  tax  which  civil  government  imposes 
on  industry  is,  as  already  said,  a  remunerative  one.  It  does 
not  follow  from  the  growth  of  this  taxation  either  that  a 
country  is  being  extravagantly  governed,  or  that  it  is  being 
over-governed.  But  there  is  another  department  of  govern- 
ment expenditure  that  occupies  a  somewhat  different  posi- 
tion, namely,  military  expenditure.  Military  service  is  in 
the  actual  state  of  society  indispensable  to  the  preservation 
of  a  community.  But  the  normal  and  legitimate  service 
rendered  to  a  community  by  its  military  organization  is  a 
fixed  one ;  it  is  incapable  of  expansion.  A  well  ordered 
community  wishes  to  be  protected  from  foreign  violence ; 
but  does  not  wish  for  more.     If,  therefore,  it  pays  an  increas- 
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ing  price  for  its  protection,  it  incurs  an  expenditure  for 
which  there  is  no  compensation.  I  do  not  say  this  as  neces- 
sarily condemning  increased  military  expenditure.  There 
is  such  a  thing  as  a  fanatical  advocacy  of  peace,  as  well  as 
a  fanatical  advocacy  of  freedom  of  commerce.  Peace  and 
freedom  must  be  advocated  notwithstanding;  but  the  pro- 
.tection  of  a  community  may  be  worth  paying  for,  though 
its  cost  should  be  doubled.  This  is  a  matter  which  does 
not  depend  on  the  will  of  a  single  community,  but  on  the 
general  state  and  disposition  of  society.  In  any  condition 
of  society  times  of  excitement  occur,  in  which  military  ex- 
penditure is  necessarily  increased  ;  but  when  military  expen- 
diture exhibits  a  tendency  to  grow  steadily  in  time  of 
peace,  the  symptom  is  one  of  a  very  unfavourable  character, 
and  deserving  the  most  serious  attention.  Through  such  a 
medium  the  strength  of  society,  whatever  its  industrial 
resources,  may  easily  be  drained.  Now  it  has  been  noticed 
long  ago*  that  the  superior  resources  of  modem  industry, 
by  rendering  greater  armaments  possible,  has  given  great 
extension  to  the  preparations  for  war.  Since  the  time  that 
Gibbon  made  this  observation,  its  application  has  been 
receiving  continual  expansion,  and  that  in  ways  which  were 
hardly  foreseen  when  it  was  made.  Besides  the  latitude 
which  the  productiveness  of  industry  has  given  to  military 
preparation,  there  has  come  an  enormous  and  indefinite 
expansion  of  the  application  of  direct  contrivance  and 
ingenuity  to  military  purposes,  entailing  an  indefinite  and 
almost  infinite  possibility  of  expenditure  on  the  mere  refine- 
ment of  the  works  of  destruction. 

It  may  also  be  noticed  that  an  error  commonly  prevails 
in  regard  to  the  relative  cost  of  armies,  which  is  sometimes 
apt  to  have  serious  consequences.  One  country  maintains 
a  small  army  at  a  large  apparent  expenditure ;  another 
maintains  a  large  army  at  a  comparatively  small  apparent 

*  By  Gibbon,  a  historian  whose  views  on  questions  of  economy  are  worthy  of 
the  highest  reapect. 
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expenditure.  The  common  inference  is  that  the  former 
is  bearing  a  heavier  tax  for  a  less  result  than  the  latter. 
But  the  cases  are  not  parallel,  and  the  whole  cost  of  an  army 
never  appears  in  a  budget.  The  relative  cost  of  armies  as 
they  appear  in  estimates  depends  on  the  value  of  labour  in 
the  respective  countries,  and  is  accordingly  proportioned 
to  the  capacity  of  the  community  for  bearing  it ;  but  the 
real  cost  is  the  army  itself,  and  this  is  proportioned  to 
the  number  of  men  who  are  to  be  maintained  without 
rendering  any  service  to  the  community  but  that  of  pro- 
tecting it.  No  lightening  of  the  apparent  cost  can  evade 
this  charge. 

Modem  conscription,  in  placing  large  armies  on  paper  of 
whom  only  a  proportion  join  the  ranks,  aggravates  by  the 
extension  of  liability  to  service  in  an  incalculable  degree  the 
burden  of  military  preparation,  both  to  society  and  to  in- 
dustry. What  renders  all  this  enhanced  expenditure  more 
hopeless  is  that  in  proportion  as  the  preparations  for  war, 
and  it  might  be  added  the  readiness  to  engage  in  it,  increase, 
the  provocations  to  war  have  been  diminishing.  What 
does  an  aggressive  or  defensive  war  mean  in  modem 
Europe  ?  It  means  the  extension  or  contraction  of  a  thin 
blue  or  red  line  on  a  map ;  it  means  the  alteration  of  certain 
tables  of  statistics  ;  it  means,  possibly,  the  leaming  of  a 
new,  and  the  unlearning  of  an  old  dialect ;  it  means,  at  most, 
the  imposition  of  a  new  tax  or  two,  with,  perhaps  the  com- 
pensation of  the  remission  of  the  old  ones ;  or  at  worst  the 
liability  to  conscription  for  the  wrong  army.  And  these  are 
the  wrongs  to  prevent,  or  perhaps  to  inflict  which,  Europe 
is  groaning  under  armies.  In  all  European  states  except 
Turkey,  and  perhaps  Russia,  there  is  now  a  reasonable 
measure  of  personal,  and  at  least  the  germ  of  political  liberty. 
What,  but  a  sentimental  difference  does  it  make,  to  which  of 
these  states  a  particular  district,  town  or  individual  belongs  ? 
Certain  hardships  may  be  incurred,  and  certain  suscepti- 
bilities wounded  by  a  sudden  and  violent  change ;  but  the 
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main  conditions  which  govern  human  life  will  remain  un- 
altered. The  most  despotic  government  in  Europe  rarely 
interferes  with  the  person  or  property  of  peaceable  subjects. 
If  practical  inconveniences  are  experienced,  there  are  always 
means  to  struggle  against  them;  and  the  struggle  will 
promote  the  general  cause  of  liberty.  Even  in  the  matters 
of  conscience  and  religion,  there  is  now  nothing  but  petty 
persecution  to  dread  from  the  most  intolerant  government. 
If,  then,  it  is  not  to  become  an  established  principle  that  the 
weaker  the  occasions  of  war  become,  the  greater  will  be 
the  jealousy  of  rival  states,  and  the  more  oppressive  and 
intolerable  the  burdens  imposed  by  the  dread  of  their 
mutual  encroachments,  it  seems  time  that  some  means  should 
be  found  of  reducing  these  international  jealousies  to  a 
measure  somewhat  more  proportioned  to  their  exciting 
causes. 

Theoretical  leagues  for  the  establishment  of  universal 
peace  are  necessarily  inoperative,  and  what  influence  they 
possess  is  for  the  most  part  mischievous ;  because  they 
excite  hopes  not  destined  to  be  realized  ;  and  criticize  the 
precautions  of  the  peaceable  states  which  listen  to  them, 
with  a  severity  which  ought  to  be  reserved  for  the  aggressive 
preparations  of  the  more  despotic  powers  which  are  beyond 
their  control.  It  is  always  the  Iamb,  who,  according  to  them 
troubles  the  fountain  at  which  the  wolf  drinks.  But  are 
there  no  more  practical  and  statesmanlike  means,  if  not  to 
prevent  war  altogether,  to  render  its  occurrence  less  pro- 
bable, and  diminish  the  inordinate  jealousy  of  it,  which  is 
itself  a  principal  means  of  promoting  it  ?  The  question  is 
certainly  one  of  the  hardest  that  falls  within  the  domain 
of  practical  statesmanship,  and  it  would  be  an  exceedingly 
rash  thing  to  attempt  to  answer  it  from  a  theoretical  point 
of  view.  But,  perhaps  some  indication  might  be  given  of 
the  possibility  of  bringing  the  question  of  the  maintenance 
of  peace  more  within  the  range  of  practical  statesmanship. 

In  order  to  this  it  should  seem  that  so  complex  a  subject 
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ought  to  be  taken   in   detail.    The  fable  of  the  old   man 
with   the   bundle  of  sticks  seems  to  offer  the  appropriate 
type  of  treatment  for  such  a  matter,  if  it  is  to  be  approached 
at   all..     Very   little   will    be  gained    by   abstract    declara- 
tions in  favour  of  arbitration,  or  other   methods  of  settling 
disputes;    but  something  might    be  done    in    the   way  of 
studying  the  probable  impending  causes  of  war,  and  arriv- 
ing at  anticipative  agreements  regarding  them.     This  might 
easily  be   carried   beyond   the   discussion   by   diplomacy  of 
concrete   political   questions.     It  would   be   a   great  matter, 
for  example,   if  some  one  general  cause  of  war  could  be 
removed   from   among  the   grounds   of  provocation,  if  not 
absolutely   and    permanently,    which    it    would    be    indeed 
beyond  the  bounds  of  diplomacy  to  do,  yet  practically,  for 
a  given  time,  and  as  regards  a  given  group  of  nations.    The 
most  common  cause  of  aggressive  war  at  all  times  has  been 
the  lust  of  territory.     Now  we  have   not  yet   arrived  at  a 
state  of  civilization  in  which  the  acquisition  of  territory  by 
force  can   be   proscribed   and   denounced.     All   history  de- 
monstrates  that   where  two   nations  or  races  of  markedly 
different  degrees  of  civilization  become  conterminous,  terri- 
torial encroachment  by  the  one  upon  the  other  is  inevitable. 
It  never  can  be  determined  in  such  circumstances  that  the 
actual  is  the  real  aggressor,  and   any  attempt  to  proscribe 
encroachment   by   external   restraint   or    prohibition,   would 
certainly  end  in  failure.     The  fall  of  Carthage  was   deter- 
mined when  she  was  forbidden  to  extend  herself  in  Africa. 
But  amorig  states  possessing  similar  laws,  habits,  pursuits  and 
institutions,  having  nearly  the  same  level  of  civilization,  and 
professing  a  common    religion,   might    not    the    design   of 
seizing  each  others'  territories  be  sincerely  and  effectually 
renounced  ?      There  are,  it   may  be,  questions  of  territory 
that  will  never  be  theoretically  settled ;  but  might  not  the 
insignificance  of  such  questions  be  fairly  recognised  on  both 
sides  ?    Might  there  not  be  a  term  of  proscription  for  com- 
munities as  well  as  for  individuals  ?    Or,  in  particular  cases, 
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might  there  not  be  magnanimity  enough  to  anticipate   the 
term,   as   far  as  the  design   of  acquisition,  or  recovery,  by 
force  is  concerned  ?     Assuming  that  sentimental  jealousies 
might  be  allayed,  the  great  difficulty  in  the  way  of  accomplish- 
ing such  a  measure  of  concord  among  European  states  would 
be  their  mutual  jealousies  as  to  their  external,  or  non-European 
possessions.     But  this  jealousy  also  might  be  allayed  by  a 
mutual  recognition  of  the  necessities  of  their  position.      If 
each  state,  while   making  aggressions   itself,  regards   every 
aggression  of  the  others  as  a  crime,  no  agreement  is  possible. 
But  if  diplomacy  could  attain  the  separation  of  European 
from   external   questions,  and   the  treatment  of  each   upon 
principles  applicable  to  it,  it  might  not  be  impossible  that 
the  European  states  might  arrive,  in  regard  to  the  former, 
at  something  like  a  mutual  or  common   agreement.     Sup- 
pose, for  example,  that   without  regard   to  ultra-European 
questions,   or   recognition   of  ultra-European   possessions,   a 
certain  number  of  European  states,  say  all  the  great  powers, 
entered  into  an  agreement  with  each  other  to  schedule  and 
mutually  guarantee  their  European  possessions,  each  of  them 
solemnly  renouncing,  in  the  event  of  any  war  breaking  out 
among  them,  any  claim  to  acquire  as  a  result  of  such  war 
any  part  of  the  territory  included  under  the  guarantee,  and 
liberty  being  given,  in  the  event  of  the   infraction  of  the 
agreement,  to  any  power  included  in  it,  without  interference 
from  the  others,  to  join  in  resisting  it     Such  an  agreement 
might  not  prove  an  absolute  guarantee  against  aggression ; 
but  it  would  have  several  practical  effects.     In  the  quarrels 
between  different  states  neutrals  may  very  well  be  excused 
from  interfering  ;  for  the  grounds  of  these  quarrels  are  often 
so  delicate  that   only  the  most  consummate  skill  can  de- 
cide on  which  side  the  right  is,  if,  indeed  there  happens  to 
be  a  right  in  the  matter  at  all.     But  by  such  an  agreement 
one   broad   and   real   principle  of   international    right    and 
wrong  would   be  established.     Any  state   which  attempted 
to  take  away  the  territory  of  another,  would  be  doing  what 
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it  had  solemnly  promised  not  to  do  ;  would  have  made  itself 
a  public  enemy  and   aggressor,  and  any  other  state  which 
chose  to   protect   or.  rescue   its  victim  would  have  a  clear 
and  definite  policy,  and   an   indisputable  ground  of  action 
to  go  upon  ;  and  the  knowledge  of  this  could  not  be  with- 
out  its  influence  on  intending  aggressors.     If  ever  Europe, 
moreover,  came   to  have  any  faith  in  suchi  a  mutual  guar- 
antee of  territories  it  would  cause  a  rapid  decay  of  military 
strength,  and  the  consequent  removal  of  a  formidable  cause 
of  civil  weakness.     It  is  not  enough  to  ask  whether  such 
an   arrangement  is  immediately  practicable.     The   question 
is  whether  it  presents  an  aim  within  the  reach  of  practical 
effort,  and  not  beyond  reasonable  hope  of  attainment*     The 
mere  organization  of  a  distinct  diplomacy  of  peace,  the  re- 
cognition by  a  given  number  of  communities  of  a  duty  and 
international   obligation  to   confer  with  one    another  syste- 
matically, not  on  the  ground  of  any  particular  theory,  nor  for 
the  purpose  of  adjusting  any  actually  existing  difficulties, 
but  with  the  definite  object  of  providing  against  or  remov- 
ing general  grounds  of  international  quarrel,  and  establishing 
in  their  place  principles  of  international  agreement  founded 
on   the  recognition  and   application  of  common  principles, 
would   not  be  without   result.      Unless   something  can   be 
done  to  arrest    the  arbitrary  growth   of  armaments,,  it  will 
matter    little  what    improvements   are   made    in    industrial 
arts,   as    the    strength  of    society    will   be   proportionately 
taxed   to   maintain   the  corresponding    growth  of  the  arts 
of  destruction. 

Taking  taxation  as  representative  of  the  limits  imposed 
upon  industry,  or  the  burdens  to  which  it  is  subjected  by 
external  interests,  it  becomes  important  to  determine  the 
incidence  of  taxation.  I  shall  deal  with  this  subject  only 
in  reference  to  one  or  two  general  principles,  on  which  I  think 
erroneous  views  have  been  pretty  generally  accepted  and 
taught  by  economists. 

*  This  suggestion  was  inserted  in  the  text  some  years  ago. 
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The  general  principle  of  taxation  has  been  very  well  stated 
by  Ricardo  when  he  says  *if  jfioo  is  my  fair  proportion 
of  the  taxes  of  the  country,  the  virtue  of  taxation  consists  in 
making  sure  that  I  shall  pay  that  i^ioo,  neither  more  or 
less/  Ricardo  is  also  quite  right  in  saying  'taxes  are  not 
necessarily  taxes  on  capital,  because  they  are  laid  on  capital ; 
nor  on  income,  because  they  are  laid  on  income ;'  but  he 
is  entirely  wrong,  though  supported  by  the  authority  of  Adam 
Smith,  in  using  such  an  argument  as  this.  '  The  desire 
which  every  man  has  to  keep  his  station  in  life,  and  to 
maintain  his  wealth  at  the  height  which  it  has  once  attained, 
occasions  most  taxes,  whether  laid  on  capital  or  on 
income,  to  be  paid  from  income ;  and  therefore,  as  taxation 
proceeds,  or  as  government  increases  its  expenditure,  the 
annual  enjoyments  of  the  people  must  be  diminished,  unless 
they  are  enabled  proportionally  to  increase  their  capitals 
and  income.  It  should  be  the  policy  of  governments  to 
encourage  a  disposition  to  do  this  in  the  people,  and  never 
to  lay  such  taxes  as  will  inevitably  fall  on  capital ;  since 
by  so  doing,  they  impair  the  funds  for  the  maintenance  of 
labour,  and  thereby  diminish  the  future  production  of  the 
country.' 

*  In  England  this  policy  has  been  neglected,  in  taxing  the 
probates  of  wills,  in  the  legacy  duty,  and  in  all  taxes 
affecting  the  transference  of  property  from  the  dead  to  the 
living.  If  a  legacy  of  ;f  i,ooo  be  subject  to  a  tax  of  i^ioo, 
the  legatee  considers  his  legacy  as  only  jfgoo,  and  feels 
no  particular  motive  to  save  the  ;^ioo  duty  from  his  ex- 
penditure, and  thus  the  capital  of  the  country  is  diminished  ; 
but  if  he  had  really  received  i^i,000,  and  had  been  required 
to  pay  ;f  lOO  as  a  tax  on  income,  on  wine,  on  horses  or  on 
servants,  he  would  probably  have  diminished,  or  rather 
not  increased  his  expenditure  by  that  sum,  and  the  capital 
of  the  country  would  have  been  unimpaired.' 

This  argument  savours  more  of  the  national  prudence  of 
the  Scotch  economist  than  of  the  over-subtility  of  his  English 
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successor ;  who  is,  however,  as  much  in  bondage  as  the 
former  to  the  notion  that  industry  is  dependent  on  a 
straitened  capital.  If  our  economists  had  extended  their 
vision  to  the  fact  that  all  capitalists  desire  not  only  to 
maintain  but  to  increase  their  capital,  they  would  have  seen 
that  it  was  the  capital  of  the  individual,  not  the  capital  of 
the  community  that  was  diminished  by  such  a  circum- 
stance in  the  incidence  of  taxation  as  they  have  noted. 
The  nursing  of  capital  is  not  one  of  the  cares  that  need 
disturb  a  statesman  in  determining  the  incidence  of  taxation. 
If  taxation  is  not  violent,  sudden  and  variable,  no  particular 
incidence  of  it  will  affect  the  motives  to  accumulation  ; 
consequently  the  original  incidence  of  taxation  is  not  a 
matter  that  directly  concerns  the  accumulation  of  capital. 

Of  course,  if  taxation  is  so  imposed  as  to  interfere  with 
industry,  it  will  affect  accumulation  ;  and  all  taxation,  as 
Ricardo  justly  remarks,  has  this  effect.  The  interference  of 
taxation  with  industry  is  first  and  chiefly  proportioned  to 
its  amount ;  but  injudicious  distribution  may  and  does, 
undoubtedly  add  to  the  burden.  No  particular  amount  or  in- 
cidence of  taxation  has,  however,  an  effect  so  oppressive  as 
frequent  variations  either  in  amount  or  incidence.  Whatever 
the  permanent  burdens  on  a  community  may  be,  it  accommo- 
dates itself  in  population  and  enterprise  to  them  ;  but  sudden 
and  frequent  changes  are  always  productive  of  losses  and 
disasters.  The  most  expensive  luxury  in  which  a  nation  can 
indulge  is,  therefore,  a  brilliant  Chancellor  of  the  Exchequer. 

In  saying  that  all  taxes  must  either  fall  on  capital  or 
revenue,  Ricardo  narrows  the  incidence  of  taxation  in  a 
way  that  is  completely  subversive  of  sound  reasoning  in  the 
matter.  There  are  two  ways  in  which  taxation  may  be 
provided  for ;  either  by  a  diminution  of  capital  or  income, 
which  is  in  reality  one  and  the  same  way,  or  by  an  increase 
of  labour ;  and  it  by  no  means  follows  that  it  will  be  provided 
for  in  the  former  way  instead  of  the  latter.  Ricardo,  in  fact, 
confutes  himself  in  saying,  '  Notwithstanding  the  immense 
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expenditure  of  the  English  Government  during  the  last 
twenty  years,  there  can  be  little  doubt  but  that  the  increased 
production  on  the  part  of  the  people  has  more  than  com- 
pensated for  it  The  national  capital  has  not  merely  been 
unimpaired,  it  has  been  greatly  increased,  and  the  annual 
revenue  of  the  people,  even  after  the  payment  of  their  taxes, 
is  probably  greater  at  the  present  time  than  at  any  former 
period  of  our  history.'  Ricardo  adds  with  his  usual  partiality 
for  theoretical  conclusions,  *  Still,  however,  it  is  certain,  that 
but  for  taxation,  this  increase  of  capital  would  have  been 
much  greater.'  What  is  certain  is  that  but  for  taxation  the 
people  would  have  had  less  to  provide  for ;  and  therefore  it 
is  probable  that  their  capital,  whatever  might  be  the  case  with 
their  income,  would  have  been  less. 

Another  fundamental  error  which  pervades  Ricardo's 
reasoning  on  taxation  is  the  assumption  that  when  a  tax  is 
placed  upon  a  commodity,  say  on  raw  produce,  it  affects  the 
price  of  the  commodity  by  the  net  amount  of  the  tax.  From 
Ricardo's  love  for  arguing  on  abstract  premises  it  is  impos- 
sible to  say  whether  it  is  ignorance  or  contempt  of  the  facts 
that  causes  him  to  represent  them  in  this  way ;  but  in  either 
case  he  omits  a  circumstance  essential  to  a  right  understand- 
ing of  the  incidence  of  taxation,  according  to  his  own  defini- 
tion of  it.  One  curious  feature  of  Ricardo's  reasoning  has 
already  been  noticed.  While  his  premises  are  always  abstract, 
he  almost  invariably  puts  them  in  a  concrete  form,  arraying 
them  in  the  fictitious  garb  of  facts  and  figures.  Thus  he 
contrives  to  move  the  industrial  machine  by  means  of  sets 
of  economical  marionettes.  But  however  amusing  may  be 
the  motions  of  his  figures,  there  is  always  some  difference 
between  the  motions  inspired  by  a  brain  of  sawdust,  and  one 
of  the  ordinary  human  texture.*    The  important  principle 

*  I  may  seem  to  have  carried  this  illustration  too  far,  as  the  brains  of  the 
marionette  really  do  not  move  it ;  but  herein  consists  the  superiority  of  the  art  of 
the  economist  He  stuffs  the  brains  of  his  figures  with  economical  motives  by 
means  of  which  they  are  enabled  to  move  according  to  industrial  laws  of  their  own. 
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which  Ricardo's  method  conceals  is  that  there  is  no  such  thing 
as  direct  taxation.  I  do  not  accuse  Ricardo  of  contradicting 
this  principle,  of  which  he  seems  to  have  had  some  intuition, 
except  by  the  form  of  his  artificial  illustrations,  which  may 
have  been  intended  merely  to  ignore  it ;  but  certainly  it  is 
not  a  doctrine  to  be  passed  over  as  of  secondary  import- 
ance, and  Ricardo's  method,  to  say  the  least,  throws  no 
light  on  it. 

The  advocates  of  an  income-tax  advocate  it  on  the  ground 
of  its  being  a  form  of  direct  taxation ;  but  this  is  to  ignore 
the  whole  facts  of  the  interdependence  of  the  different  parts 
of  the  industrial  mechanism.  The  truth  is  that  the  immediate 
incidence  of  taxation  is,  as  Ricardo  has  observed,  no  indica- 
tion of  its  ultimate  incidence.  The  former  may  be  de- 
termined arbitrarily,  the  latter  is  determined  by  the  general 
laws  of  the  industrial  mechanism.  If  taxation  is  wrong 
placed  in  the  first  instance,  its  ultimate  burden  is  increased  ; 
but  the  natural  direction  in  which  it  gravitates  is  not  altered 
by  the  mere  position  in  which  it  happens  to  be  laid  on  the 
industrial  body.  We  have  seen  that  the  weak  part  of  the 
industrial  machine,  and  that  which  has  directly  to  bear  the 
burden  of  the  expenditure  of  all  the  other  classes,  is  the 
class  of  direct  labourers  as  a  whole.  It  is  upon  this  class,  ac- 
cordingly, that  the  burden  of  taxation  ultimately  falls.  All 
taxation  is  thus  a  farming  of  the  revenue :  its  gravitation  is 
constantly  downward  ;  and  in  descending  it  does  not  go  alone, 
but  carries  with  it  the  additional  burden  of  profits,  imposed 
upon  it  by  those  who  have  temporarily  borne  it.  In  some 
forms  of  taxation  its  gravitation  is  easily  traced  for  at  least 
part  of  the  way.  It  is  universally  acknowledged  that  the 
movement  of  taxation  is  from  the  producer  to  the  consumer  ; 
and  this  movement  is  clearly  not  a  movement  of  simple,  but 
of  enhanced  taxation.  Let  us  take  a  single  illustration  of 
this.  The  excise  duty  on  spirits  is  a  tax  which  raises  the 
cost  of  the  commodity  to  the  consumer  not  by  the  mere 
amount  of  the  tax,  but  by  a  retailer's  profit  upon  it.    If  the 


368  THE   ECONOMY  OF  CONSUMPTION.  [BOOK  IV. 

tax  were  not  so  levied  as  to  admit  of  its  being  paid  by  the 
retailer,  there  would  also  be  a  wholesale  profit  upon  it.     As 
it  is,  a  gallon  of  whisky  in  bond  is  worth,  say,  3s.  or  3s,  6d. 
per  gallon.     A  profit  of  about  thirty  per  cent  on  this  would 
bring  the  price  up  to  about  4s.  or  4s.  6d.  per  gallon,  which 
would  probably  be  about  the  retail  price  of  whisky  if  there 
were  no  duty.     But  the  duty  adds  los.  to  the  cost  of  a  proof 
gallon,  and  this  being  part  of  the  retailer's  outlay,  he  requires 
a  profit  on  it,  as  well  as  on  the  article  itself.     Thus  he  receives 
a  profit  not  on  3s.  or  3s.  6d.,  but  on  13s.  or  13s.  6d.,  bringing 
his  price  up  to  17s.  or  i8s.     The  profit  on  the  net  price  of  the 
article  is  his  real  profit  as  a  whisky  retailer ;  the  additional 
profit  on  duty,  he  receives  as  a  farmer  and  collector  of  the 
revenue.     Before  a  duty  was  imposed  on  spirits,  the  public- 
houses   in  which  they  were  consumed   were  comparatively 
poor  and  mean.    The  small  amount  of  capital  on  which  the 
retailer's   profits  were   earned,  did   not  admit  of  sumptuous 
accommodation  ;   but  when  his  customers  come  to  him  to 
pay  their  taxes,  he  is  able  to  provide  for  them  more  liberally ; 
and  the  rise  of  gin  palaces  may  in  great  measure  be  ascribed 
to  the  existence  of  excise  duty.      Income-tax   paid   by  a 
producer  or  distributor  holds  precisely  the   same  position, 
though  at  a  more  remote  point,  towards  the  consumers  of 
the    commodities    he   deals  in.      It  is   a  charge  upon   his 
business,  which  he  levies  on  them  with  a  profit ;  and  in  all 
such  cases  the  profit  is  equivalent  to  the  profit  that  would 
have  been  charged  on  the  additional  quantity  of  goods  that 
would  have  been  given  in  place  of  the  duty,  and  is  charged 
on  with  added  profits  in  each  successive  stage  of  pfoduction 
or  distribution. 

John  Stuart  Mill  has  some  exceedingly  weak  and  frivolous 
remarks  on  this  subject  in  the  chapter  on  Capital  which  we 
have  already  considered.  He  says,  *  The  preceding  principles 
demonstrate  the  fallacy  of  many  popular  arguments  and  doc- 
trines, which  are  continually  reproducing  themselves  in  new 
forms.    For  example,  it  has  been  contended,  and  by  some 
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from  whom  better  things  might  have  been  expected,  that  the 
argument  for  the  income-tax,  grounded  on  its  falling  on  the 
higher  and  middle  classes  only,  and  sparing  the  poor  is  an 
error ;  some  have  gone  so  far  as  to  say  an  imposture  ;  because 
in  taking  from  the  rich  what  they  would  have  expended 
among  the  poor,  the  tax  injures  the  poor  as  much  as  if  it  had 
been  directly  levied  from  them.  Of  this  doctrine  we  know 
now  what  to  think.  So  far,  indeed,  as  what  is  taken  from  the 
rich  in  taxes,  would  if  not  so  taken,  have  been  saved  and  con- 
verted into  capital,  or  even  expended  in  the  maintenance  and 
wages  of  servants,  or  of  any  class  of  unproductive  labourers, 
to  that  extent  the  demand  for  labour  is  no  doubt  diminished, 
and  the  poor  injuriously  affected,  by  the  tax  on  the  rich  ;  and 
as  these  effects  are  almost  always  produced  in  a  greater  or  less 
degree,  it  is  impossible  so  to  tax  the  rich  as  that  no  portion 
whatever  of  the  tax  can  fall  on  the  poon  But  even  here  the 
question  arises,  whether  the  Government,  after  receiving  the 
amount,  will  not  lay  out  as  great  a  portion  of  it  in  the  direct 
purchase  of  labour,  as  the  tax-payers  would  have  done.  In 
regard  to  all  that  portion  of  the  tax,  which  if  not  paid  to  the 
Government,  would  have  been  consumed  in  the  form  of  com- 
modities (or  even  expended  in  service  if  the  payment  has  been 
advanced  by  a  capitalist),  this,  according  to  the .  principles  we 
have  investigated,  falls  definitively  on  the  rich,  and  not  at  all 
on  the  poor.  There  is  exactly  the  same  demand  for  labour, 
so  far  as  this  portion  is  concerned,  after  the  tax  as  before 
it.  The  capital  which  hitherto  employed  the  labourers  of 
the  country,  remains,  and  is  still  capable  of  employing  the 
same  number.  There  is  the  same  amount  of  produce  paid 
in  wages,  or  allotted  to  defray  the  feeding  and  clothing  of 
labourers.' 

*  If  those  against  whom  I  am  now  contending  were  in  the 
right,  it  would  be  impossible  to  tax  anybody  except  the  poor. 
If  it  is  taxing  the  labourers,  to  tax  what  is  laid  out  in  the  pro- 
duce of  labour,  the  labouring  classes  pay  all  the  taxes.  The 
same  argument,  however,  equally  proves,  that  it  is  impossible 

2a 
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to  tax  the  labourers  at  all ;  since  the  tax,  being  laid  out  either 
in  labour  or  in  commodities,  comes  all  back  to  them  ;  so  that 
taxation  has  the  singular  property  of  falling  on  nobody/ 
Taxation  affects  the  entire  community  by  creating  an  addi- 
tional class  of  labourers,  for  the  most  part  non-productive,  as 
soldiers  ;  or  whose  productions,  if  they  produce  anything,  such 
as  muniments  of  war,  do  not  directly  benefit  the  rest  of  the 
community.  Whether  taxation  is  a  real  burden  or  not  depends, 
as  has  been  already  stated,  on  whether  the  service  it  renders 
to  the  community  is  or  is  not  an  adequate  compensation  for 
the  charge.  It  being,  however,  certain  that  taxation  must 
either  increase  the  labour  of  the  community,  or  diminish  its 
expenditure  in  other  directions,  the  question  is  upon  whom 
does  the  increased  labour  or  diminished  expenditure  fall.  Mr. 
Mill  believes  that  this  depends  on  the  original  incidence  of 
taxation,  I  believe  it  depends  on  the  general  conditions  of  the 
industrial  organization.  Without  going  the  entire  length  of 
Mr.  Mill's  assertion  that  this  implies  that  it  is  impossible  to 
tax  anybody  but  the  poor,  I  believe  it  does  imply  two  things, 
which  I  shall  endeavour  to  make  good :  that  the  natural  gravi- 
tation of  taxation  is  downwards  ;  and  that  it  is  impossible  by 
any  mode  of  original  imposition  of  taxation  to  evade  that 
incidence  which  the  conditions  of  the  industrial  organization 
determine,  but  that  the  more  remote  the  original  incidence  of 
taxation  is  from  the  ultimate,  it  gathers  the  greater  weight, 
from  the  attraction  of  incidental  charges,  in  its  descent  to 
its  final  position.  If  any  part  of  taxation  is  paid  by  the 
original  payers,  the  final  cost  of  that  part  may  not  exceed 
the  original  imposition  ;  but  whatever  part  is  paid  indirectly 
and  remotely,  descends  to  the  ultimate  payers  with  the 
added  charges  of  those  who  have  temporarily  advanced 
the  payment. 

If  I  were  to  accept  the  theory  in  respect  to  capital  of  the 
economists  whose  view  of  taxation  I  oppose,  it  would  be  a 
comparatively  easy  matter  to  show  that  taxation  necessarily 
descends  as  a  burden  on  the  direct  labourer.    Those  who  hold 
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that  capital  is  capable  of  indefinite  increase,  but  that  it  is  also 
of  indefinite  utility,  must  allow  that  anything  that  diminishes 
capital,  and  it  must  ultimately  have  this  effect  to  diminish  the 
wealth  from  which  capital  is  drawn,  must  be  injurious  to 
labourers.  It  seems  less  obvious  on  the  principle  I  maintain, 
that  capital  cannot  be  increased  indefinitely,  but  is  capable  of 
being  increased  beyond  the  wants  of  industry,  but  it  is  not 
less  certain,  that  taxation  imposed  on  capital  must  affect 
industry.  It  might  even  be  supposed  that  to  tax  a  bloated 
capital,  actually  engaged  in  pushing  industry  to  extremes, 
would  be  to  relieve  and  benefit  it ;  or  at  all  events  that  an 
interest  over-supplied  with  means  for  effecting  its  purposes, 
would  be  that  which  could  with  least  loss  and  inconvenience 
bear  the  burdens  of  the  community  ;  but  before  we  arrive  at 
this  conclusion  we  must  consider  not  only  the  means  of  the 
capitalist  classes,  but  the  sources  from  which  these  means 
are  drawn,  and  the  nature  of  their  power  over  these  sources. 
There  is  nothing  in  taxation  to  lessen  the  dependence  of  the 
labouring  classes  upon  capital ;  there  is  nothing  in  it,  there- 
fore, to  diminish  the  ratio  of  profit  to  labour,  and  if  any 
burden  is  laid  upon  profit  which  is  not  laid  upon  labour,  it 
will  be  in  the  power  of  the  capitalist  to  extract  the  burden 
from  the  labourer.  The  difference  in  this  respect  between 
the  two  theories  is  only  apparent  not  real.  I  do  not  hold 
that  the  growth  of  capital  is  indefinite ;  but  that,  while  it 
bears  a  distinct  ratio  to  the  growth  of  industry,  it  always 
tends  by  its  own  movement  to  exceed  this  ratio.  While 
capital  may  thus  run  to  a  certain  excess  of  the  demands  of 
industry,  it  is  limited  by  the  power  of  holding  stocks  against 
the  growing  depreciation  of  their  value,  and  other  causes 
already  adverted  to.  Now  what  taxation  does  is  simply  to 
take  away  part  of  the  actual  accumulation,  without  weakening 
the  power  of  accumulation,  or  diminishing  its  tendency  to 
excess.  It  thus  only  increases  the  elasticity  of  capital,  and 
restores  its  powers  of  taxation  over  industry.  Capital  goes 
on  to  fill  up  the  margin  thus  allowed  it,  and  is  not  arrested 
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till  it  has  reached  as  great  a  degree  of  repletion  as  before.  It 
has  already  been  pointed  out  that  in  every  case  where  capital 
has  to  make  up  depletions,  it  always  levies  the  amount  re- 
quired with  a  margin  of  profit  for  immediate  expenditure. 
The  position  already  illustrated  that  descending  taxation 
carries  with  it  an  added  weight  is  thus  made  good.  That 
which  will  most  frequently  lead  the  common  observer  to  deny 
that  taxation  descends  in  the  manner  I  have  described,  is  an 
experience  which  forms  part  of  the  process  by  which  it  does 
so.  Taxation  inconveniences  those  who  originally  pay  it  It 
always  puts  them  to  trouble,  and  it  often  occasions  them  final 
and  even  severe  loss.  But  it  is  to  the  class,  and  not  to  the 
individual,  that  the  power  of  re-taxation  belongs  ;  and  the  ruin 
of  inconvenient  competitors  is  one  of  the  means  by  which  this 
power  is  conferred. 

While  it  is  thus  impossible  that  the  labouring  classes, 
the  mass  of  the  community,  can  evade,  or  be  relieved  of, 
their  natural  share  of  taxation,  or  any  other  burden  upon 
industry,  by  any  device  in  the  mode  of  its  imposition  ;  that 
share  is  determined,  as  already  said,  by  the  conditions  and 
working  of  the  industrial  organization.  There  are  on  this 
point  several  extreme  opinions  against  which  it  is  neces- 
sary to  guard. 

According  to  Ricardo's  view  of  the  remuneration  of  labour, 
it  is  impossible  for  the  labouring  classes  to  pay  any  taxation, 
because  their  normal  remuneration  being  merely  what  is 
necessary  to  their  maintenance,  any  addition  to  the  cost  of 
maintenance  must  necessarily  raise  wages.  Now  I  agree 
with  Ricardo  that  the  natural  tendency  of  competition  is 
to  reduce  the  labourer  to  mere  maintenance  ;  but  I  differ 
from  Ricardo  in  regard  to  the  implied  assumption  that  the 
condition  of  the  labourer  is  ever  determined  by  competition 
alone.  The  fault  of  these  grand  generalizations  that  sweep 
over  time  and  space  to  arrive  at  an  ultimate  conclusion  is 
that  they  also  omit  to  take  account  of  forces  which  are 
present  and  active,  and  which  are  as  likely  to  continue  so 
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as  those  on  which  the  generalizations  themselves  are  founded. 
The  condition  of  the  labourer  is  always  a  balance  between 
opposing  forces.  Such  conditions  as  those  noticed  in  the 
opening  of  last  chapter,  will  continue  to  influence  it  in  the 
future,  as  they  have  done  in  the  past.  And,  besides  what 
may  be  called  the  artificial  or  organized  resistance  of  society 
to  the  natural  result  of  competition,  that  consummation  is 
opposed  by  the  natural  agencies  of  destruction.  It  is  power- 
fully opposed  by  a  war,  a  famine,  or  a  pestilence.  I  grant, 
however,  that  competitton  is  an  aggressive  and  prevailing 
power ;  and  while  it  is  certain  the  field  will  never  be  left  to 
it  exclusively,  and  the  war  will  continue  to  be  waged  on 
much  the  same  terms  as  it  is  being  waged  now,  the  con- 
dition of  the  labourer,  if  new  means  of  expanding  the  pro- 
ductiveness of  industry  are  not  discovered,  may  be  much 
further  depressed  than  it  is  at  present.  As  long  as  this 
susceptibility  to  depression  lasts,  the  labourer  is  amenable 
to  taxation.  Taxation  is  equivalent  to  a  diminution  of  the 
productiveness  of  industry,  and  such  a  reduction  is  always 
liable  to  tell  severely  on  the  labourer's  condition  ;  in  another 
aspect  it  is  an  increase  in  the  proportion  of  non-productive 
to  productive  labourers,  and  this  necessarily  tends  to  make 
the  demands  of  labour  heavier  on  the  latter,  and  also  to 
increase  the  service  of  the  former,  whose  remuneration  is 
conditioned  by  theirs.  If  increased  taxation  is  co-incident 
with  an  expansion  of  the  productiveness  of  industry,  it  may 
impose  no  positive  burden  at  all.  At  the  most  it  will  be 
a  deduction  from  the  possible  advantages  which  the  improved 
industrial  conditions  might  have  yielded  ;  but,  on  the  other 
hand,  it  may  act  as  a  positive  stimulus  to  the  advance,  so 
that  for  the  time  being,  and  that  time  may  be  considerable, 
society  may  experience  no  disadvantage  from  it  at  all. 
But  when  there  is  no  expansion  of  productive  power,  taxa- 
tion must  be  made  up  either  by  increased  labour  or  by 
diminished  expenditure.  Owing  to  the  aggressive  charac- 
ter of  competitive  industry,  it  is  normally  in  the  former  way 
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that  it  will  be  made  up,  if  the  demand  on  the  labouring 
capacity  of  the  country  is  not  already  exhaustive.  It  is 
in  this  way  that  the  burden  is  most  sure  to  press  especially 
on  the  labourers,  whose  dependent  condition  under  com- 
petition does  not  enable  them  in  the  end  to  exact  an 
adequate  equivalent  for  the  additional  labour  they  have  to 
perform.  It  will  be  shown  in  the  second  part  that  an 
additional  demand  for  labour  does  not  necessarily  improve 
the  condition  of  the  labourer,  and  what  further  con- 
ditions are  necessary  to  make  it  do  so  will  also  be 
pointed  out.  It  will  suffice  here  to  say  that  when  the 
demands  on  labourers  are  determined  by  habit,  as  they 
are  always  immediately  determined,  any  addition  to  the 
burdens  of  the  community  from  a  non- industrial  source  will 
be  sure  to  affect  the  labouring  habits  of  the  community 
adversely  for  the  labourers. 

It  is  now  necessary  to  discuss  an  illusion  which  has  pos- 
sessed the  majority  of  economists  on  the  subject  of  taxation, 
and  which  it  is  one  of  the  main  objects  of  this  chapter  to  dis- 
sipate. It  is  that  land  occupies  a  peculiar  position  in  regard 
to  taxation,  and  that  taxes  and  burdens  laid  upon  land  do  not 
affect  industry.  On  this  subject  Dr.  Chalmers  holds  a  peculiar 
theory,  which  while  partly  resting  on  the  same  ground  as  the 
common  doctrine  of  economists,  is  in  conclusion  opposed  to 
it.  According  to  Dr.  Chalmers  all  taxes  fall  upon  land,  and 
the  best  policy  is  accordingly  to  impose  them  directly  upon  it. 

Dr.  Chalmers's  theory  is  easily  disposed  of.  It  rests  on 
Ricardo's  doctrine  of  ultimate  tendencies.  If  the  labourer  is 
reduced  to  mere  maintenance,  it  follows  that  taxation  cannot 
fall  on  him.  Chalmers  saw  clearly  that  there  was  nothing  in 
the  nature  of  taxation  to  alter  the  ratio  of  profit  to  industry. 
There  was,  therefore,  only  one  other  interest  on  which  taxation 
could  fall,  the  proprietory  interest ;  and  upon  it,  it  is  supposed 
to  fall  in  the  nature  of  an  arrest  on  the  growth  of  rent  due  to 
the  limitation  by  taxation  of  the  growth  of  population.  Now 
it  is  evident  that  taxation  must  have  a  tendency  to  affect  rent 
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in  the  way  indicated  by  Dr.  Chalmers,  and  to  the  extent  to 
which  rent  is  so  affected  the  taxation  must  fall  on  it,  and  no 
mode  of  imposition  can  evade  this  ultimate  incidence.  But  it 
does  not  follow  from  this  that  Dr.  Chalmers's  mode  of  impos- 
ing taxation  is  the  right  one.  Assuming,  which  for  the  reasons 
already  indicated  we  are  not  bound  to  do,  that  the  whole  of 
the  taxation  ultimately  falls  on  rent,  this  is  at  least  a  remote 
incidence.  It  would  not,  for  example,  be  the  incidence  of 
taxation  during  the  generation  in  which  it  is  imposed  ;  and 
this,  considering  the  mutability  of  taxation,  is  an  important 
consideration.  But  this  incidence  is  not  only  remote,  it  is  also 
indirect  The  gravitation  of  taxation  is  not  from  the  un- 
privileged to  the  privileged  classes  ;  but  from  the  privileged 
to  the  unprivileged.  It  is  after  this  cycle  of  gravitation  is 
complete,  and  the  unprivileged  class  has  been  proved  unable 
to  bear  the  burden,  that  it  is  rolled  back  on  the  primary 
holders  of  privilege.  Mr.  Mill,  indeed,  seems  to  conceive  that 
the  master  of  a  household  will  save  his  taxes  out  of  his  own 
wine,  rather  than  from  the  beef  of  his  servant ;  but  experience 
points  rather  in  an  opposite  direction,  and  we  may  be  sure  the 
servant  would  be  told  with  a  solemn  face  of  the  hardness  of 
the  times,  before  he  was  made  to  pay  for  it  with  a  handsome 
profit  The  householder  would  take  this  course  with  a  good 
conscience,  satisfied  that  he  was  teaching  sound  principles  of 
morality  and  economy  to  his  dependents.  Dr.  Chalmers  was 
under  no  illusion  as  to  this  immediate  power  of  recovery  on 
the  part  of  the  privileged  classes  ;  and  he  is  entirely  incon- 
sistent in  maintaining  a  mode  of  taxation,  which  he  openly 
advocates  for  strategic,  not  for  economical  reasons.  It  was 
because  the  imposition  of  taxes  on  property  would  lead  the 
people  to  believe  they  were  untaxed,  that  he  proposes  to  make 
the  landowners  the  farmers-general  of  the  revenue.  The 
scheme  for  providing  younger  sons  with  a  liberal  mainten- 
ance at  the  expense  of  government  which  he  grafts  on  to  his 
method  of  taxation,  is  an  amusing  specimen  of  philanthropy. 
Malthusian   doctrines,  according  to   Dr.  Chalmers,  seem   to 
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apply  only  to  the  labouring  classes  ;  yet  it  would  be  interest- 
ing to  know  when  he  would  have  expected  the  growth  of 
younger  sons  under  such  a  mode  of  taxation  to  cease.  A 
community  entirely  composed  of  younger  sons  of  the  aristo- 
cracy maintained  at  the  expense  of  Government,  is  a  vision 
that  ought  to  have  rejoiced  the  heart  of  John  Stuart  Mill.  It 
is  no  bad  imitation  of  his  own  communistic  scheme  for  main- 
taining wages  by  the  intervention  of  a  benevolent  Government 
Dr.  Chalmers's  scheme  of  taxation  is  also  open  to  a  practical 
objection,  which  as  it  applies  equally  to  the  rival  scheme  of 
Ricardo,  Mill  and  many  other  economists,  will  be  noticed  in 
connection  with  that  scheme. 

It  is  the  theory  of  these  economists,  as  already  indicated, 
that  taxes  on  rent  do  not  affect  industry.  This  is  in  fact 
regarded  as  an  axiomatic  corollary  to  Ricardo's  theory  of 
rent.  If  rent  is  the  mere  difference  in  cost  of  production, 
when  part  of  it  falls  below  the  rate  which  determines  the 
general  price  of  the  product,  then  it  is  held  that  production 
will  remain  unaffected  whatever  is  done  with  this  surplus 
produce.  It  cuts  at  the  root  of  this  doctrine  to  niaintain,  as 
I  do,  that  rent  is  inseparable  from  the  duties  of  proprietor- 
ship ;  that  it  is  the  price  paid  for  the  performance  of  these 
duties  ;  and  that  a  rent  is  thus  a  part  of  the  natural  cost 
of  production.  It  is  not  a  certain  portion  only,  but  the 
whole  of  rent,  that,  according  to  the  natufal  law  of  distri- 
bution, forms  the  necessary  reward  of  the  proprietor  for  the 
performance  of  his  special  duties  ;  and  no  part  of  this 
reward  can  be  taken  away  without  endangering  the  per- 
formance of  some  part  of  this  duty.  This  is  of  course 
np  argument  for  the  exemption  of  land  from  taxation.  All 
taxation,  as  already  noticed,  must  impede  industry  somewhere ; 
but  it  is  an  argument  against  regarding  rent  as  an  alien 
interest,  which  may  be  spoiled  with  impunity.  The  growth 
of  rent  is  inseparably  associated  with  the  improvement  of 
land.  This  is  a  task  which  the  receiver  of  taxes  will  not 
take  on  himself;   and  if  the  performance  of  this  first  dut\' 
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of  proprietorship  is  merely  to  expose  the  proprietor  to  in- 
creased burdens,  the  performance  of  this  duty  will  be  dis- 
couraged and  thwarted.  All  taxes  on  land,  and  mortgages 
on  behalf  of  alien  interests  which  are  uncharged  with  any  of 
the  duties  of  proprietorship,  are  hostile  to  the  performance 
of  these  duties ;  and  it  is  for  the  interest  of  society  not 
only  to  afford  the  utmost  facility  for  determining  such  bur- 
dens by  sale  or  transfer,  when  they  are  imposed  on  behalf 
of  private  interests  ;  but  to  see  that  all  old  and  effete  bur- 
dens maintained  by  law  or  usage  are  abolished  ;  and  that 
the  share  of  taxation  properly  imposed  on  land,  is  imposed 
equitably,  according  to  fresh  valuations.  Thus  only  can 
society  reap  the  full  benefit  of  the  heavy  taxation  it  pays  to 
proprietors  in  the  form  of  rent. 

Even  if  the  theory  of  rent  were  admitted,  there  would  be 
insuperable  difficulties  in  the  way  of  the  application  of  it 
here  proposed  ;  and  its  impolicy  would  suffice  to  condemn  it. 
It   may  first  be  observed   that  rent  is  an   integral  part  of 
capital,  and  that  to  tax  rent  is  necessarily  to  tax  capital. 
This  consideration,  which  is  important  in  reality,  ought   to 
be  specially  so  to  economists  who  hold    the  theory  that 
industry  is  restricted  by  capital.     But  if  property  is  taxed, 
it  cannot  be  taxed  on  actual  rent ;  for  all  property  is  not 
rented.     In  order,  therefore,  to  include  property  cultivated 
by  its   owners,  it   must   be  taxed  on  a  valuation.     To  tax 
land   on   a  valuation  would,  however,   inevitably  discourage 
cultivation  ;  for  the  mere  cultivation  of  land  would  tend  to 
raise  the  estimate  of  its  value,  even  if  it  were  cultivated  at 
a  loss.      If  improvements   are  taxed,  a  land   tax  operates 
against  improvements  ;  and  if  they  are  not  taxed,  it  becomes 
unequal,  and  as   Ricardo  has   shown  levies   more   from   the 
consumer   than   is  paid   into  the   exchequer.     But   Ricardo 
holds  that  a  tax  not  on  land,  but  on  rent,  would  fall  wholly 
on  landlords,  and  could  not  be  shifted  to  any  class  of  con- 
sumers.    Ricardo  forgets,  first,  that  the  landlords  are  con- 
sumers, and   that  they  could   easily  shift   the   tax  to  their 
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dependents.     This  oversight,  as  we  have   seen,  is  habitual 
with   Ricardo.      Ricardo   imagines    that    pure   rent,   in    his 
sense  of  the  term,  that  is  to  say  the  price  paid  for  the  use 
of  the  land  apart  from  any  remuneration  for  capital  expended 
on  it,  could  be  discriminated,  so  as  to  become  a  subject  of 
distinct  taxation.    John  Stuart  Mill,  though  he  has  himself 
indicated    the    impracticability    of    distinguishing    between 
original   rent   and   the   value  of   permanent    improvements, 
holds   that   a   tax   upon   rent   might   on   certain   conditions 
appropriate  a  portion  of  any  future  increase  of  rent  arising 
from  the  mere  action  of  natural  causes.     Mr.  Mill  bases  the 
propriety  of  such  special  taxation  of  rent  on  certain  peculiar 
theories  of  property,  which  is  not  necessary  here  to  discuss. 
What  we  have  to  do  with  is  simply  the  effect  of  such  taxation 
on  industry.     On  this  Mill  agrees  with  Ricardo,  whose  words 
he  repeats.      Now  let  us  suppose  that  rent  can  be  distin- 
guished, and  is  taxed  as  proposed  by  Ricardo.     It  is  per- 
fectly plain   that  the  taxation  of  rent   in   this  way  would 
operate  as  a  discouragement  to  the  hiring  out  of  land.     The 
man  who  cultivated  his  own  land,  not  receiving  any  rent, 
would  be  exempt  from  the  tax,  and  a   premium  would  be 
put  on   self-cultivation.      Now  it   has   already  been   shown 
that  to  discourage  in  any  way  the  free  transference  of  land, 
or  the  free  use  of  the  discretion  of  the  proprietors  as  to  the 
best  means,  in  their  particular  circumstances,  of  turning  it  to 
account,  is  to  discourage  cultivation.     Mill,  although  he  is 
speaking  of  rent,  does  not  say  expressly  that  it  is  exclusively 
to  rented  land  he  means  his   mode  of  taxation   to  apply. 
Besides,  however,  that  the  distinction  Mill  proposes  is  wholly 
impracticable,  and  could  under  no  conceivable  circumstances 
be  made,  it  would  equally,  whether  levied  on  all  land,  or 
only  on  that  rented,  create  a  burden  on  the  land  on  behalf 
of  an  alien  interest  that  would  be  actuated  by  none  of  the 
motives,  and  would  fulfil  none  of  the  duties  of  proprietor-, 
ship.    Thus  we  see  that  to  treat  proprietorship  in  any  manner 
as  an  interest  separate  from,  and  alien   to,  other  industrial 
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interests,  is  wholly  an  economical  error,  and  cannot  but  be 
attended  with  pernicious  results.     It  is  precisely  the  opposite 
course  that   is   suggested  by  sound  economy.      If  the   free 
power   to   accumulate   is   sufficient  to   provide  for  the  ade- 
quate accumulation  of  capital,  the   free  power  to  cultivate, 
will  equally  secure  adequate  cultivation.      If  this   is   so,  no 
elaborate   machinery  is   needed   to  surround   the   proprietor 
to   induce  him  to  the  performance  of  a  duty  in  which  his 
own  interest  is  primarily  engaged.      On  the  other  hand,  it 
is  impossible  to  have  the  duties  of  a  proprietor  adequately 
performed  without  a  proprietor ;   and  the  ingenious  devices 
of  economists  for  robbing  the  proprietor  of  his  reward  are 
found,  when  examined,  to  resolve   themselves  into  contriv- 
ances for  frustrating  the  performance  of  his  duties.     Free- 
dom  of  transfer  and   freedom   of  contract,  will,  when   due 
time  is  allowed  them  to  operate,  do  more  to  solve  the  main 
questions  in  which  the  public  is  interested  in  the  cultivation 
of  land,   than   all   the   schemes   of  philosophers   or  philan- 
thropists   for    modifying  the    rights   of    property.      It  will 
always  happen   that  some  proprietors  will   be  backward  in 
looking  after   their  interests,   or  attending   to   their  duties, 
whichever  we  please  to  call  it     But  liberty  will  constantly 
operate  in  favour  of  bringing  back  the  land   to  those  who 
will  make  the  most  active  use  of  it,  when  by  any  chance 
it  has   fallen   under  torpid   management      If  the   powerful 
force  of  competition,  which  stimulates  other  classes  to  such 
excesses  of  industrial  activity  as  we  have  seen,  will  not  do 
this,  no  other  force  known   to  the  organization  of  society 
will.      The    questions  between    landlords   and   tenants,   for 
example,  must  always  be  of  a  very  complicated  nature ;  but 
as  the  interest  of  both  in  respect  to  the  cultivation  of  the 
land  is  the  same,  it  is  obvious  that  if  neither  party  is  given, 
or  allowed  to  have,  undue  influence  over  the  other,  they  will 
best  settle  their   respective  shares  in  this  interest,  by  being 
left  entirely  to   themselves.     Any  direct  interference  with 
them  by  a  legislature,  is  as  plain  an  interference  with  the 
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natural  relations  of  trade  as  any  species  of  protective  or 
prohibitory  laws.  Moreover,  if  the  interference  of  the 
legislature  gives  the  tenant  more  than  full  liberty  of 
contract  would  give  him,  it  is  already  a  step  in  the 
direction  of  confiscation ;  and  of  a  confiscation  so  motive- 
less, as  merely  to  replace  one  set  of  private  proprietors 
by  another. 

Ricardo,  who  has  the  remarkable  property  of  refuting  his 
own  fallacies  in  the  most  terse  and  graphic  language,  has 
here   answered   himself  with    more   than   his  usual  felicity. 
*  For  the  general  prosperity,'  says  he,  *  there  cannot  be  too 
much  facility  given  to  the  conveyance  and  exchange  of  all 
kinds  of  property,  as  it  is  by  such  means  that  capital  of  every 
species  is  likely  to  find  its  way  into  the  hands  of  those  who 
will   best   employ   it   in   increasing  the  productions  of  the 
country.'      '  Why,'  asks  Mr.  Say,  '  does  an   individual  wish 
to  sell  his  land  ?     It  is  because  he  has  another  employment 
in  view  in  which  his  funds  will  be  more  productive.     Why 
does  another  wish  to  purchase   this  same  land?      It  is  to 
employ  a  capital  which  brings  him  in  too  little,  which  was 
unemployed,  or  the  use  of  which  he   thinks  susceptible  of 
improvement.'     John  Stuart  Mill  is,  however,  deeper  in  the 
mire  of  economical  fallacies  in  regard  to  land  than  Ricardo. 
His  whole  treatment  of  the  question,  especially  in  regard  to 
the  case  of  Ireland,  is  wholly  unworthy  of  his  reputation  ;  and 
besides  being,  as  I  have  elsewhere  shown,*  without  theoretical 
foundation,  is  deeply  tainted  with  practical  fallacies,  especially 
with  an  utterly  inadequate,  superficial  and  short-sighted  view 
of  motives. 

One  other  question  in  regard  to  the  incidence  of  taxation 
requires  to  be  noticed  The  principle  that  the  immediate 
incidence  of  taxation  is  not  its  ultimate  incidence  has  an 
application  that  cannot  be  overlooked,  and  has  already  been 
hinted  at,  to  the  theory  of  taxation  commonly  identified  in 
this  country  with  free-trade.     In  a  previous  chapter  I  have 

*  Popular  EncydopadicL,  article  Land,  Property  in. 
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pointed  out  that  the  direct  interests  of  the  immediate  con- 
sumers, were  not,  as  is  assumed  in  the  popular  view  of  free- 
trade,  identical  with  the  interests  of  the  community.     The 
criterion  of  individual  interests  is  only  a  general  or  prima 
facie^  not  a  universal  or  final  criterion  of  common  interest, 
in  taxation  as  in  other  matters.     This  may  be  briefly  illus- 
trated with  reference  to  the  most  important  branch  of  our 
commerce,  that  which  is  related  to  our  food  supply*     Since 
we  adopted  a  free-trade  policy,  our  home  cultivation  of  corn 
has  very  largely  diminished,  showing  that  the  growth  of  our 
commerce  in  this  matter  has  far  more  than  kept  pace  with 
the  growth  of  population,  or  the  increase  of  consumption  due 
to   commercial   prosperity.      Now  the   mode   in   which   this 
substitution  of  foreign  for  home  supplies  has  taken  place  has 
undoubtedly  been  the  replacement  of  an  article  of  higher 
by  an  article  of  lower  direct  cost  to  the  consumer.     On  the 
whole  amount  of  the  very  large  supply  of  foreign  corn  which 
we  thus  import,  it  is  certain  that  there  has  been  a  very  large 
direct  saving ;  but  it  does  not  follow  from  this  that  there  has 
been  a  real  saving  on  every  part  of  the  importation.     It  has 
already  been    pointed   out    that    there    is   a    possibility  of 
favouring  by   the   incidence   of  taxation    particular,  foreign 
productions  at  the  expense  of  particular  home  productions, 
as  well  as  of  favouring  particular  home  productions  at  the 
expense  of  particular  foreign  ones.     There  is  more  than  a 
possibility  of  this.     There  is  a  certainty  that,  in  any  complex 
scheme  of  taxation,  the  balance  will  incline  in  some  particular 
cases  to  the  one  side,  and  in  others  to  the  other ;  unless  it  is 
bent  exclusively  in  one  way  by  a  timid  subserviency  to  a 
theory,  whether  of  protection   or   free-trade.      Indeed  it  is 
doubtful  if  even  this  will  secure  absolute  uniformity  in  its 
incidence. 

Let  us  see  how  this  matter  rests.  If,  from  any  cause,  home- 
grown corn  pays  directly  or  indirectly  a  greater  share  of 
duty  to  the  revenue  than  foreign  corn,  the  substitution  of 
a  part  of  the  home-grown  by  a  part  of  the  foreign  article 
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will   be   a  loss  to   the  consumer.     For    it   will   necessarily 
happen   that  the   consumer  will   prefer  the   foreign   article 
whenever  it  is  lower  in  price  than  the  home  one  ;  but  as  it 
is  not  the  natural  prices  of  the  articles  that  are  compared, 
but  their  prices  with  an  addition  of  duty,  we  have  to  take 
into  account  that  the  consumer  is  at  the  same  time  buying 
bread  and  paying  part  of  his  share  of  the  necessary  taxation 
of  the  country.     The  price  to  the  consumer  is  determined, 
however,  only  by  the  former  of  these  considerations.     It  does 
not  matter  though  the  foreign  commodity  pays  no  tax  at 
all  and  the  home  commodity  pays  a  considerable  tax,  the 
moment  the  direct  price  of  the  latter  rises  above  that  of  the 
former  it  is  superseded.      Now  it  is  clear  that  the  differential 
element  of  taxation,  as  far  as  it  affects  the  consumer,  must 
be  deducted  before  a  fair  comparison  can  be  made  of  the  cost 
to  him  of  the  two  commodities.     If  the  foreign  article  pays 
no   duty,   all  that  he    pays    for    it   is   simply   to   him   the 
natural  or  labour  price  of  bread  ;  while  if  the  home  article 
pays  duty,  the  price  contains,  besides  the  price  of  bread,  a 
part  of  his  taxation.     Now  if  the  price  of  any  part  of  the 
home  supply  which  has  been  superseded  differed  less  from 
the  price  of  the  foreign  commodity  which   has   replaced  it 
than  the  amount  of  taxation  which  the  consumer  will  have  to 
pay  otherwise  in  consequence  of  taking  the  foreign  article,  the 
consumer    is    a   loser  by  taking  it  by  the  whole    of  this 
difference. 

In  regard  to  what  constitutes  the  taxation  of  imports,  it 
is  first  to  be  observed,  that  it  is  of  no  consequence  how  the 
cost  of  the  foreign  commodity  on  reaching  us  is  made  up. 
Foreign  taxation  does  not  in  this  matter  act  as  a  balance  to 
home  taxation.  Whatever  the  foreign  commodity  costs 
on  reaching  our  shores  is  its  natural  labour  cost  to  us. 
There  is  another  point  on  which  the  home  and  foreign 
commodity  are  nearly  on  equal  ground.  Both  require  agents 
and  dealers  to  carry  them  between  the  growers  and  the 
consumers,  and   these   intermediaries  necessarily  contribute 


CHAP,  v.]  ON   PRODUCTION.  383 

something  to  taxation,  which  forms  a  charge  on  their 
business.  Wherein,  then  does  foreign  grain,  if  it  is  admitted 
duty  free,  bear  any  taxation  equivalent  to  the  burdens  direct 
or  indirect  borne  by  the  farmer  ?  Only  thus :  we  tax  the 
exporter  whose  goods  go  to  pay  for  it  We  must  either 
maintain  that  foreign  corn  pays  no  taxation  at  all,  except 
what  it  pays  in  common  with  home-g^own  corn  through  the 
agents  and  dealers  who  transmit  it  to  the  consumers,  and 
that  accordingly  it  obtains  an  undue  preference  over  home- 
grown corn  to  the  whole  extent  of  the  cost  of  taxation  to 
the  farmer,  or  we  must  admit  that  it  is  taxed  in  this  way, 
which  implies  that  what  is  called  direct  taxation  really 
falls  upon  commodities. 

If  this  be  so,  it  follows  that  the  success  of  our  free-trade 
policy  does  not  prove  that  a  fixed  duty  on  foreign  corn 
for  the  purpose  of  revenue  is  contrary  to  sound  principles 
of  economy.  The  duty  that  preceded  the  free  introduction 
of  com  was  one  of  the  worst  duties  ever  devised  ;  and  this, 
together  with  the  excitement  of  feeling  which  an  agitation 
for  a  great  political  change  is  sure  to  create,  has  naturally 
greatly  prejudiced  the  consideration  of  the  whole  subject. 
It  has  been  proved  that  compensatory  taxation  of  some 
kind  is  necessary ;  and  that  as  far  as  direct  taxation  is 
compensatory,  it  is  indirect.  It  cannot  be  proved,  but  must 
be  a  matter  of  estimate,  whether  any  particular  kind  of  com- 
pensation, not  obviously  excessive,  is  or  is  not  adequate. 
It  is,  as  has  already  been  hinted,  all  but  inevitable  in  such 
a  case  that  there  should  be  error  on  one  side  or  the  other. 
It  is,  therefore,  important  to  inquire  on  which  side  the  error 
is  the  more  venial.  Let  us  suppose,  then,  that  the  indirect 
taxation  which  falls  on  foreign  corn  is  inadequate  to  counter- 
balance the  direct  or  indirect  burdens  which  the  farmer 
bears  for  the  State.  It  is  obvious  that  in  this  case  we  take 
a  part  of  our  foreign  supply  at  a  price  which,  though 
apparently  lower,  is  really  higher  than  the  home  supply  it 
has  superseded.     If  by  a  direct  duty  we  should  restore  to 
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cultivation  that  part  of  our  home  supply  the  natural  price 
of  which  is  lower  than  our  foreign  supplies,  we  should  neither 
by  such  a  duty  increase  the  real  price  of  our  supply, 
whether  from  home  or  foreign  sources,  nor  endanger  the 
security  which  foreign  supplies  give  us  against  irregularities 
of  supply  or  famine.  On  the  other  hand  we  should  derive 
from  the  change  very  material  advantages.  We  should, 
above  all  diminish  our  dependence  on  foreign  sources  of 
supply.  This  is  spoken  of  as  a  matter  of  indifference,  or  even 
as  a  thing  to  be  deprecated,  by  those  who  speak  the  jargon 
of  the  dominant  school.  But  it  will  be  obvious  from  what  has 
been  said  in  the  preceding  chapters,  that  if  this  could  be  done 
to  any  considerable  extent  without  direct  loss,  it  would  be  a 
very  real  and  positive  gain.  By  diminishing  the  necessity 
for  exportation,  it  would  relieve  the  pressure  on  foreign 
markets  of  our  aggressive  supplies,  and  would  naturally  tend 
to  raise  the  whole  value  of  our  productions  abroad.  Thus, 
if  by  such  means  we  could  restore  to  cultivation  a  quarter 
of  a  million  acres,  it  would  be  equivalent  to  the  discovery 
of  a  new  country  willing  to  trade  with  us,  an  advantage  to 
which  free-traders  are  always  alive ;  and  as  the  new  market 
would  be  the  home  one,  it  would  be  an  advantage  of  the 
most  durable  kind. 

Suppose,  on  the  other  hand,  that  we  should  unintentionally 
give  some  preponderance  to  home  production,  which  in  the 
eyes  of  free-traders  would  be  the  more  lenient  offence,  that  is 
to  say,  not  a  blunder  but  a  crime,  what  would  be  the  result } 
Every  free-trader  will  tell  you  at  once  that  it  would  raise 
the  whole  cost  of  our  supplies,  a  thing  which  as  we  have 
seen  is  done  equally  in  either  case.  But  in  the  latter 
case  when  we  have  paid  the  additional  cost,  the  whole 
disadvantage  is  exhausted ;  and  there  is  even  some  slight 
compensation. 

There  is,  it  is  to  be  apprehended,  an  inevitable  prejudice 
engendered  by  our  own  experience  of  free-trade.  It  must 
never  be  forgotten  that  the  vast  expansion  of  commerce 
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which  followed  our  free-trade  experiment  was  due  to  excep- 
tional   causes.     Without   the   great   differences   in    industrial 
organization  between  our  own  country  and  other  countries 
with  which  we  were  in  commercial  relations,  such  an  expan- 
sion of  commerce  would  have  been  impossible.     This  is  no 
condemnation  of  our  policy.     It  is  the  duty  of  the  rulers  of 
every  country  to  adapt  their  legislation  to  the  circumstances 
of  the  country  for  which  they  legislate.     But  with  those  who 
do  not  reflect  carefully  on  the  nature  of  causes,  a  general 
inference  is  too  often  drawn  from  our  own  experience,  and  it 
is  assumed  that  a  country  has  nothing  to  do  but  adopt  free- 
trade  in  order  to  make  its  commerce  the  source  of  exhaustless 
wealth.     With  a  view  to  correct  this  partial  impression,  I  have 
dwelt    in   the  preceding  chapters  on  the  nature,  limits  and 
conditions  of  commercial  prosperity ;  and  it  has  been  shown 
that  the  most  brilliant  exceptional  advantages  of  this  kind 
are  not  without  their  dangers  and  their  drawbacks.     It  seems 
certain,  if  ordinary  and  foreseen  causes  prevail,  that  a  time 
of  expansion   and   prosperity   will   be   followed   by  one    of 
pressure   and   restraint.      Now,   while  this  may  be  no  suffi- 
cient reason   for   not   accepting   present   prosperity,  it  may 
fairly  be  asked  whether  it  is  worth  while  to  push  such  peril- 
ous advantages  to  the  utmost  possible  extreme ;  whether  at 
all   events   there   is   much  to"  regret,  whether    any   radical 
error  is  committed,  in  failing  to  do  so,  when  the  only  results 
of  the  failure  will  be  a  little   less   expansion  of  an  abnor- 
mal   population,    and     an    example     set    to     other     com- 
munities of  a  slightly  more  moderate,  and  less  rapaciously 
aggressive  commerce } 

The  just  conclusion  from  the  preceding  considerations 
appears  to  me  to  be,  that  in  the  distribution  of  taxation  in 
a  state  whose  industry  is  fully  organized,  no  regard  ought  to 
be  had  to  theories  of  any  kind,  whether  of  free-trade  or  of 
protection.  The  two  fundamental  principles  of  sound  taxa- 
tion are  equality  of  distribution,  and  economy  of  collection. 

In  regard  to  the  former,  we  have  seen  that  no  distribution  of 

2b 
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taxation  can  exempt  commerce  from  taxation.  There  is  no 
species  of  taxation  apparently  more  hostile  to  commerce  than 
taxation  of  exports.  Yet  all  internal  taxation  is  necessarily 
a  taxation  on  exports  ;  and  there  is  no  reason  to  suppose  that 
a  direct  tax  on  exports,  unless  greater  in  amount,  would  be 
more  oppressive  than  an  indirect  tax.  Thus  from  our  ex- 
treme scrupulosity  in  taxing  imports,  resulting  from  -the  bad 
and  unequal  principles,  on  which  we  had  previously  taxed 
them,  we  have  merely  transferred  our  taxation  to  the  other 
side  of  the  commercial  account 

In  respect  to  distribution,  the  great  virtue  of  taxation  con- 
sists in  moderation  in  every  direction.  The  device  of  taxing 
imports  that  do  not  come  into  competition  with  our  own  pro- 
ductions and  refusing  to  tax  those  which  do,  is  simply  a  piece 
of  perverted  ingenuity.  In  such  cases  as  have  been  referred 
to  as  that  of  the  navigation  laws,  where  restrictions  of  a  police 
nature  are  placed  upon  a  home  industry  to  which  foreign 
industries  cannot  he  subjected,  it  is  simply  a  question  of  the 
honesty  of  the  legislation,  whether  some  corresponding  im- 
munity from  competition  is  or  is  not  afforded  to  the  industry 
thus  restricted. 

In  the  question  of  cost  of  collection  much  more  is  implied 
than  the  account  of  expenses  that  appear  on  the  debtor  side 
in  a  Government  account.  The  great  object  of  distribution 
is  to  render  taxation  pervasive,  like  air  or  water ;  but  to  this, 
cost  of  collection  opposes  a  formidable  obstacle*  It  must  be 
remembered,  however,  that  what  appears  the  smallest  cost  is 
not  really  always  so.  No  mode  of  collection  is  apparently 
less  expensive  to  a  Government  than  farming  the  revenue,  in 
which  the  Government  has  no  direct  outlay  at  all.  From  this 
extreme  illustration  it  is  evident  that  the  incidence  of  taxa- 
tion must  always  be  considered  as  an  essential  element  of  its 
cost.  And  in  respect  to  incidence  the  fundamental  principle 
of  taxation  is,  that  all  taxation  falls  upon  consumption,  and 
that  it  falls  upon  consumers  not  in  the  ratio  of  their  indirect, 
but  of  their  direct  powers  of  consumption.     The  head  of  a 
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household  suffers  only  in  his  own  person,  or  in  the  persons  of 
his  family,  those  privations  to  which  they  are  directly  sub- 
jected from  taxation ;  while  other  privations  are  sustained  by 
the  dependants  of  his  household.  The  only  exception  to  this 
rule  is  when  taxation  produces  an  alteration  in  the  relative 
numbers  of  direct  and  indirect  labourers  favourable  to  the 
former ;  but  while  there  is  any  elasticity  in  the  labouring 
capacity  of  the  community,  this  is  not  a  normal  or  likely 
incidence  of  taxation.  Accordingly  that  incidence  of  taxa- 
tion which  brings  it  closest  to  actual  consumption  is  the  most 
economical. 
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CHAPTER    I. 

ON   THE   INADEQUACY  OF  COMPETITION  TO  REGULATE 
THE  RELATIONS  OF  LABOUR  AND  CAPITAL. 

WE  have  now  to  enter  on  the  last  stage  of  our  examina- 
tion of  the  organization  of  industry.  As  far  as  our 
examination  has  hitherto  proceeded  we  have  found  in  the 
existing  organization  certain  prevailing  tendencies  which  are 
not  beneficial  to'  society  in  general,  nor  indeed  to  any  class 
of  society.  And  this  is  not  the  result  of  a  merely  abstract 
and  speculative  examination.  It  has  been  too  much  the 
practice  of  economists  to  base  their  conclusions  on  abstract 
propositions,  which  may  be  true  in  themselves,  though  this 
does  not  always  happen ;  but  which  certainly  do  not  contain 
the  conditions  on  which  any  processes  of  human  life  are 
conducted.  These  conclusions,  accordingly,  belong  to  a 
region  of  speculation.  The  beings  to  whom  they  relate  are 
beings  wholly  influenced  by  one  set  of  motives,  and  working 
in  circumstances  the  possible  occurrence  of  which  is  precluded 
by  the  complex  conditions  of  human  life.  And  the  circum- 
stances left  out  of  account  are  so  vitally  important  that  the 
analogies  by  which  such  doctrines  are  applied  to  human  life 
are  false,  and  the  results  of  their  application  erroneous  and 
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misleading.     The  conclusions  at  which  we  have  arrived,  on 
the  contrary,  are  the  conclusions  suggested  by  the  obser\^a- 
.  tion  of  life,  .and  in   particular  of  the  working  of  industrial 
institutions. 

We  find  from  observation  that  the  establishment  of  industrj' 
on  the  basis  of  proprietary  laws  leads  to  great  and  permanent 
inequalities  in  the  distribution  of  wealth,  and  in  the  exami- 
nation we  have  made  of  the  industrial  organization  it  has 
been  shown  that  these  inequalities  in  their  whole  extent  are 
the  natural  result  of  the  working  of  that  organization,  and 
not  at  all,  as  has  been  pretended,  of  any  accidental  inequality 

• 

in  the  original  distribution  of  wealth.  It  has  been  shown 
also  that  we  have  not  yet  reached  the  limit  of  these  inequali- 
ties, but  that  the  organization  of  industry  on  the  basis  of 
individual  property  and  competition  is  such  that  as  popula- 
tion increctses  the  inequality  in  the  distribution  of  wealth 
tends  continually  to  increase  with  it,  and  to  absorb  more 
and  more  of  the  time  and  energy  of  the  masses  of  society  in 
the  struggle  for  maintenance,  otherwise  rendered  more  severe 
by  the  growth  of  population  itself  The  various  incidental 
circumstances  which  from  time  to  time  arrest  this  tendency 
have  been  examined,  and  their  temporary  character  and  slow 
but  sure  absorption,  notwithstanding  their  apparent  magni- 
tude, in  the  opposite  current  demonstrated.  This  also 
accords  with  observation,  provided  a  sufficiently  broad  and 
comprehensive  view  of  facts  be  taken.  We  now  enter  on  the 
practical  task  of  inquiring  how  far  these  defects  of  our 
industrial  organization  are  remediable ;  and  this  will  be  best 
prefaced  by  a  brief  resunid  of  the  circumstances  in  which  that 
organization  has  originated,  and  of  its  present  conditions. 

The  individual  tenure  of  property  is  the  actual,  and  as  far 
as  can  be  proved  by  the  failure,  or  by  the  inoperative  char- 
acter, of  hostile  schemes  or  amendments,  the  only  practicable 
foundation  of  industry.  It  is  no  part  of  the  design  of  this 
treatise  to  join  in  any  attempt  to  undermine  it.  On  the 
contrary  it  is  its  purpose  to  show  that  it  consists  with  the 
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liberty  and  prosperity  of  industry,  and  with  the  general 
\velfare  of  society.  But  this  harmony  is  still  a  matter  of 
anticipation.  At  one  period  in  the  history  of  industry,  we 
find  an  almost  unlimited  dependence  of  the  industrial  on 
the  proprietary  classes  ;  at  another  a  precarious  and  doubtful 
struggle  on  the  part  of  the  former  to  obtain  a  position  of 
independence  and  comfort :  but  we  do  not  yet  find  the  two 
classes  working  together  harmoniously,  with  mutual  confi- 
dence and  to  mutual  advantage. 

The   modem   organization   of  society,  in  which  industrial 

interests  predominate,   has  succeeded  to  an  organization  in 

which  the  prevailing  interest  was  military  power.     One  of  the 

main  causes  in  bringing  about  this  revolution  has  undoubtedly 

been  religion  ;  the  influence  of  Christianity,  even  in  its  most 

corrupt  forms,  having  always  been  exerted  in  favour  of  law 

and  against  violence.     Another  powerful  contributing  cause 

has   been  the  progress  of  science,  which,  by  increasing  the 

productiveness  of  labour,  has  tended  to  give  the  labourer  a 

higher  place  in  the  social  scale.     The  diffusion  of  education, 

which  has  been  promoted  both  by  religion  and  by  scientific 

progress  has  likewise  contributed  to  give  the  labourer,  along 

with  the  growth  of  his  power,  a  growing  consciousness  of  his 

ability  to   exert  it   on   his   own   behalf.      Hence,  from    the 

condition  of  servitude  into  which   the   natural  operation  of 

the   laws   of  industry   under   less    favourable   circumstances 

had  sunk  them,  the  labouring  classes  in  Europe  have  been 

slowly  rising  into  a  position  of  increasing  power  in  the  social 

organization,  and  in  respect  to   a  large  portion,  but  not  the 

whole  of  them,  of  greater  individual  comfort  and  ease.     It 

may,   indeed,   be   doubted   whether,   after   all  our  industrial 

progress,  the  lowest  strata  of  our  population  are  any  better 

off  materially  than  in  the  middle  ages ;    and  in  respect  to 

education  and  morals,  if  they  are  no  worse  off,  it  is  not  to  the 

progress  of  industry  that  the  credit  is  due.    When  industry 

has  been  allowed  to  take  care  of  itself,  in  a  community  where 

the  lust  of  gain  has  been  excited,  population  has  soon  begun 
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to  outrun  education  and  religion  ;  and  it  is  only  when  society 
has  put  a  check  upon  itself  and  taken  positive  steps  for 
the  protection  of  these  great  interests,  that  they  have  been 
able  to  hold  their  own  against  the  competition  of  industry. 

All  this  progress  has  been  characterized,  as  has  been 
indicated,  by  a  continual  struggle  of  industry  against  power 
and  privilege.  Every  advantage,  social  or  industrial,  gained 
by  the  working  classes,  has  been  fought  for  and  won  step  by 
step ;  sometimes  by  literal  armed  force ;  sometimes  through 
the  terror  of  insurrectionary  violence;  sometimes  by  civil 
contests  in  the  Legislature ;  sometimes  by  the  strategy  of 
organised  industrial  associations.  At  every  step  gained  by 
the  class,  moreover,  there  has  appeared  a  tendency  to  absorb 
the  individual  advantage  in  increase  of  numbers. 

By  such  a  series  of  movements,  which  it  is  not  necessary 
particularly  to  enumerate,  we  have  arrived  at  the  days  of 
trades  unions.  Unrecognised  at  first  by  law,  and  condemned 
on  theoretical  grounds  by  economists,  these  have  inaugurated 
a  new  era  in  the  history  of  labour,  and  the  distinctive  features 
of  their  action,  together  with  its  results  and  tendencies  will 
now  claim  our  consideration. 

In  the  days  of  Adam  Smith  it  was  generally  believed  that 
the  industrial  classes,  comprising  the  masses  of  society,  were 
providentially  placed  in  a  position  of  social  subordination,  only 
a  few  degrees  removed  from  personal  servitude.  It  was  their 
natural  destiny  to  wear  coarse  clothes,  to  eat  unsavoury  food, 
to  undergo  laborious  toil,  and  to  enjoy  little  leisure  The  edu- 
cation proper  to  them  consisted  chiefly  in  a  careful  instruction 
in  the  precepts  and  practices  of  religion,  a  large  part  of  which 
lay  in  the  knowledge  and  observance  of  their  duties  to  their 
superiors.  They  were  taught  to  be  humble,  contented  and 
industrious  here,  and  to  look  for  their  reward  hereafter.  Any 
departure  from  these  maxims,  on  the  part  either  of  teachers  or 
taught,  would  have  been  deemed  a  flying  in  the  face  of  Provi- 
dence, a  flagrant  act  of  rebellion  and  impiety.  We  have  got 
a  stage  in  advance  of  that  period.   We  do  not  send  the  clergy- 
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man  to  instruct  the  labourer  that  it  is  his  duty  to  work  much 
and  to  receive  little  ;  we  employ  on  that  mission  the  political 
economist,  and  we  have  the  art  to  make  him  appear  as  the 
friend  of  the  labourer.*  It  is  true  that  economists  have  not 
succeeded  in  this  mission  ;  and  they  have  considerably  damaged 
their  own  reputation,  and  that  of  the  science  they  profess,  by 
their  inability  either  to  succeed  or  to  explain  their  want  of 
success. 

In  the  case  of  economists  of  the  orthodox  school  the  cause 
of  failure  is  simple.  They  did  not  deserve  to  succeed  because 
their  fundamental  doctrines  on  the  relations  of  capital  and 
labour  being  unsound,  they  could  not  deduce  true  practical 
results  from  them.  But  the  reputation  of  science  is  never 
bound  up  with  that  of  its  professors  ;  although,  like  religion, 
it  often  suffers  from  their  ignorance  or  neglect  of  truth.  Others, 
untrammelled  with  orthodoxy,  have  attempted  to  solve  the 
problem  presented  by  the  present  aspects  of  industry;  but 
although  these  attempts  have  been  made  with  the  utmost 
liberty,  not  only  without  regard  to  the  dogmas  of  the  orthodox 
school  of  economy,  but  without  respect  to  the  fundamental 
principle  of  property,  it  cannot  be  said  that  any  of  them  has 
met  with  much  success. 

It  is  generally  agreed,  though  the  orthodox  economist  can 
hardly  with  a  good  grace  make  the  admission,  that  there  is  a 
serious  question  in  the  relations  of  capital  and  labour  to  solve. 
The  organization  of  trades  unions  produces  numerous  evils, 
which  it  is  unnecessary  here  to  discuss,  as  we  shall  afterwards 


*  Mr.  Fawcett,  who  is  by  no  means  an  uncompromising  enemy  of  strikes,  men- 
tions some  advice  which  he  gave  to  the  operative  builders  of  London  about  a  strike 
on  which  he  seems  to  believe  they  had  injudiciously  entered.  I  have  no  means  of 
knowing  whether  his  advice  was  practically  sound  or  not ;  but  it  was  founded  on 
some  very  loose  and  inaccurate  theoretical  reasoning  about  a  natural  rate  of  wages 
and  profits,  and  a  wages  fund  (things  which  have  no  existence) ;  which  if  it  hadany 
effect  on  the  minds  of  the  labourers  at  all,  could  only  mislead  them,  if  not  as  to  their 
immediate  interests,  at  least  as  to  the  laws  of  mutation  of  wages  and  profits,  and 
the  proper  basis  of  a  union  policy.  It  is  true  that  Mr.  Fawcett's  advice  was  '  on 
the  safe  side  ;*  but  so  is  that  of  those  who  advise  labourers  to  lay  aside  combination 
altogether. 
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have  an  opportunity  of  doing  so  in  detail ;  but  the  orthodox 
economist,  who  takes  his  stand  upon  the  supremacy  of  coni- 
petition,  has  one  only  and  simple  remedy  for  these  evils  to 
propose.  He  demonstrates  by  logical  deduction  from  his 
principles  that  trades  unions  are  superfluous ;  as  an  interfer- 
ence with  the  liberty  of  trade,  which  is  with  him  the  paramount 
object  of  economy,  they  can  only  be  productive  of  evil ;  and 
the  only  remedy  for  the  evils  they  produce  is  their  abandon- 
ment. The  orthodox  economist  has  thus  no  problem  to  solve; 
but  only  a  difficulty  to  meet 

The  reply  to  these  positions  is,  first,  that  the  liberty  of  trade, 
and  supremacy  of  competition,  which  are  the  idols  of  the 
orthodox  economist,  are  idols  merely,  and  no  better  than 
idols.  As  a  particular  end  in  economy,  liberty  of  trade, 
rationally  understood,  that  is  freedom  of  exchange  on  equit- 
able principles,  is  good  ;  but  liberty  of  trade  is  no  more  a 
solution  of  the  problems  of  economy  than  liberty  to  many  is 
of  the  problem  of  population.  Moreover,  the  liberty  of  trade 
advocated  by  these  apostles  is  a  false  liberty,  and  not  the  true. 
It  is  a  liberty  consisting  not  in  equitable  exchange,  but  in 
exchange  without  equity  ;  a  liberty  which  puts  strength  on 
one  side  and  need  on  the  other  ;  and  which  gives  to  the 
oppressor,  with  the  instruments  of  oppression  in  his  hands, 
the  full  liberty  to  deal  with  his  victim.  It  is  the  liberty  which 
before  now  has  made  slaves  ;  and  which,  in  default  of  slavery, 
would  bring  free  men  lower  than  slaves. 

The  unrestricted  competition  in  which  the  liberty  of  the 
economist  consists,  has  never  been  tolerated  in  any  community; 
its  effects  cannot  therefore  be  learned  from  observation,  but 
must  be  estimated  by  abstract  reasoning.  We  have  already 
discussed  at  length  the  effects  of  competition  in  relation  to 
production  ;  and  we  need  only  recapitulate  some  of  the  circum- 
stances which  interfere  with  its  full  operation.  All  legal  pro- 
visions for  education,  and  especially  for  compulsory  education ; 
all  national  or  local  enterprises  absorbed  or  monopolized  by 
the  State,  or  conducted  by  local  corporations  under  special 
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privileges  ;  all  laws  for  the  protection  of  quality  in  manu- 
factures, whether  on  the  plea  of  preserving  life  or  health  or  of 
preventing  fraud,  are  not  only  incidental  violations,  but  dis- 
tinct impeachments  of  the  sufficiency  of  the  principle  of  com- 
petition.    If  competition  were  as  a  regulator  of  industry  what 
its  advocates  affirm,  education,  life  and  health  would  be  able 
to  protect  themselves  by  it  against  all  opposing  interests :  the 
main  charge  against  competition  being  that  it  encroaches 
blindly  upon  interests  which  are  not  industrial,  and  that  in 
pushing  industrial  interests,  it  fails  to  distinguish  the  dividing 
line  between  these  and   the  non-industrial   interests  of  the 
agents  of  industry,  the  admission  of  these  defects  is  fatal  to 
the  advocacy  of  competition   as  the   supreme   regulator  of 
industry.      But  the   two  restrictions  on  competition   which 
most  immediately  affect  the  remuneration  of  labour  are  poor- 
laws  and  the  legal  limitation  of  the  hours  of  labour.     Poor- 
laws  have  a  tendency  to  prevent  the  value  of  labour  from 
sinking  below  a  certain  point ;  as  the  labourer  will  not  work 
for  less  than  he  can  receive  without  labour.     Into  their  further 
results  it  is  unnecessary  here  to  inquire,  as  we  have  in  the 
limitation  of  labour  a  much   more  vital   restriction  on   the 
action  of  competition.     It  is  immaterial  who  are  the  persons 
directly  restrained  from  labouring ;  but  it  may  be  observed 
that  direct  restraints  on  one  class  of  labourers  indirectly  affect 
all  other  classes.     The  natural  results  of  unrestrained  com- 
petition between  employers  and  labourers  are  therefore  not 
to  be  looked  for  where  any  such  restraints  exist.     The  vital 
importance  of  this  restriction  in  modifying  these  results  will 
appear,  and  the  neglect  of  this  distinction  by  the  advocates  of 
competition  will  be  made  manifest,  as  we  proceed  to  consider 
as   a  matter    of   speculation    what    the    natural   results  of 
competition  are. 

The  advocates  of  competition  contend  that  combination 
is  without  permanent  effect  on  wages,  because  the  value  of 
labour  is  regulated  by  the  ratio  between  the  supply  of  labour 
and  the  demand  for  it.     When,  therefore,  they  say,  wages 
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are  forced  up  by  combination,  they  are  forced  up  unnaturally, 
and  being  unsupported  by  demand  they  must  give  \^:ay  on 
the  removal  of  the  pressure,  and  sink  as  far  below  the  level 
as  they  have  been  unnaturally  raised  above  it 

Let  it  be  assumed  for  argument's  sake  that  combination 
is  without  effect ;  or  rather,  to  make  the  examination  of  the 
natural  effects  of  competition  more  perfect,  let  us  leave  it 
out  of  account.  Now,  the  economist  will  tell  us,  if  the 
demand  for  labour  rises  the  value  of  labour,  that  is,  its  re- 
muneration will  rise  also ;  if  the  demand  for  labour  falls  the 
value  and  the  remuneration  of  labour  will  fall.  But  in  telling 
us  this  the  economist  reasons  falsely,  and  applies  to  one 
set  of  circumstances,  the  circumstances  he  does  not  observe, 
an  inference  drawn  from  another  set  of  circumstances,  the 
circumstances  that  he  does  observe. 

The  inference  of  the  economist  would  be  perfectly  true  if 
the  supply  of  labour  bore  a  fixed  and  definite  ratio  to  the 
number  of  labourers.  The  surprising  and  inexcusable  neglect 
of  the  economist  is  in  failing  to  perceive  that,  except  under 
certain  conditions,  this  is  not  the  case  ;  and  in  leaving  these 
conditions  out  of  account  in  his  reasoning.  Thus  his  con- 
clusions, often  dogmatically  pressed  upon  labourers,  and  even 
expressed  with  insulting  compassion  for  the  understanding 
of  those  who  refuse  to  receive  them,  are  founded  on  nothing 
better  than  a  logical  solecism,  and  betray  the  wishes  more 
than  they  approve  the  judgment  of  those  who  form  them. 

The  conditions  by  which  the  supply  of  labour  may  be 
retained  within  a  definite  ratio  to  the  number  of  labourers 
are  either  legislative  restriction  on  the  duration  of  labour, 
restrictive  combinations  among  labourers,  or  the  exhaustion 
of  the  working  strength  and  capacity  of  the  labourers. 
Failing  either  of  the  former,  the  last  remains  the  only  limit 
to  the  expansion  of  supply.  Assuming  that  there  is  no 
legislative  interference,  and  that  labourers  do  not  combine, 
if  an  employer  has  a  given  number  of  labourers  who  do 
not  work  up  to  the  maximum  of  their  strength,  and  if  he 
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wishes  more  work  done,  he  will  not  offer  higher  wages  to 
attract  labourers  from  another  employer,  he  will  simply 
order  his  labourers  to  work  more.  And  the  order  must 
be  obeyed,  and  without  equivalent ;  for  the  individual  em- 
ployer is  stronger  than  the  individual  labourer,  and  can 
outwait  him.  He  can,  therefore,  always  afford  to  crush  his 
opposition  by  dismissal.  Nor  will  competition  interfere  with 
the  employer  till  he  has  exhausted  this  resource ;  for  each 
employer  will  prefer  to  take  the  utmost  work  out  of  his 
own  labourers  before  he  bids  for  those  of  his  neighbour. 
It  would  be  equally  in  vain  for  any  employer  to  attempt 
to  treat  his  labourers  with  compassion  or  indulgence,  how- 
ever much  his  private  disposition  might  incline  him  to  do 
so ;  for  by  so  doing  he  would  merely  put  himself  out  of  the 
market,  and  allowing  himself  to  be  underbid  by  those  who 
had  less  compassion,  would  not  only  be  unable  by  his 
example  to  affect  the  general  downward  tendency  of  labour, 
but  even  to  protect  his  own  labourers  against  it  further  than 
by  dividing  his  capital  among  theirs,  and  reducing  himself 
to  the  same  state  of  helplessness  as  them.  Custom  might 
temporarily  arrest  the  course  of  competition  ;  but  unless  sup- 
ported by  stronger  barriers,  it  would  soon  give  way  before  it 
As  long,  then,  as  any  unemployed  labour  remained,  whether 
it  was  the  labour  of  wholly  unemployed,  or  of  partially 
employed  labourers ;  of  labourers  of  full  strength  as  men, 
or  of  inferior  strength  as  women  and  children,  the  com- 
petition for  employment  into  which  this  unemployed  labour 
would  be  thrown  by  the  natural  action  of  employers,  who  would 
refuse  to  employ  any  but  those  who  should  meet  the  fullest 
demands  upon  their  time,  would  prevent  the  remuneration 
of  labour  from  rising  with  the  demand.  It  is  true  that  such 
conditions  of  labour  would  gradually  tend  to  degrade  the 
labourer,  and  diminish  production  ;  but  competitipn  has 
not  prudence  enough  to  foresee  such  a  result ;  nor  power 
to  act  on  the  foresight  if  it  possessed  it.  The  immediate 
profit  of  one  producer  is  a  weightier  argument  with  it  than 
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the  permanent  welfare  of  a  community.  Whether,  after  all 
the  labouring  capacity  of  a  community,  judged  by  the  stan- 
dard of  employers  educated  in  the  school  of  competition, 
was  absorbed,  any  demand  for  additional  labour  wouhd  arise 
sufficient  to  raise  the  condition  of  the  labourer,  is  a  question 
that  may  be  left  to  the  admirers  of  competition.  It  is 
sufficient  to  know  that  the  labourer  in  his  isolated  condition 
can  never  stand  in  equal  competition  with  the  employer ;  and 
that  he  is  liable  by  being  exposed  to  such  competition,  to  be 
degraded  to  a  position  equally  injurious  to  himself  and  debas- 
ing to  society,  to  condemn  the  system  by  which  such  results 
may  be  produced. 

But  further,  the  economist  in  his  zeal  for  liberty  of  trade 
forgets  that  there  are  liberties  of  higher  moment  than  the 
freedom  of  competition.  Since  the  world  began  those  who 
have  had  common  interests  have  combined  for  the  promotion 
of  these  interests. 

This  is  not  less  the  case  in  trade  than  in  other  human  con- 
cerns ;  but  this  is  the  liberty  of  which  the  economist  would 
deprive  the  labourer.  Individual  interest  is  a  powerful  force 
in  industrial  affairs,  and  economists  observing  its  power,  have 
made  it  the  centre  of  their  system,  and  the  spring  on  which 
all  the  movements  of  industry  turn.  As  the  only  possible 
result  of  such  a  method,  they  have  been  compelled  to  erect  a 
system  of  selfishness  ;  but  in  order  that  it  should  be  a  system 
of  fact,  it  would  be  necessary  that  men  should  always  act  ex- 
clusively with  an  immediate  view  to  their  individual  interests. 
The  only  claim  which  self-interest  has  to  be  considered  a 
force  in  economy  is  that  it  is  a  principle  of  human  nature. 
But  men  are  not  actuated  wholly  by  self-interest ;  and  even 
the  self-interest  by  which  they  are  actuated  is  not  so  narrow 
as  the  economist  imagines.  Men  regard  themselves  as  mem- 
bers of  classes,  societies  and  communities,  and  identify  them- 
selves  with  these  in  such  a  way  as  often  to  sacrifice  their  own 
interests  to  them.  There  is  this  difference,  however,  between 
all  these  wider  interests  and   self-interest  of  the   narrowest 


CHAP.  I.]  ON  THE  DIRECT  LABOURER.  401 

kind,  that  they  all  require  union  and  organization  to  give 
them  scope  and  direction  ;  and  when  they  fail  to  find  these, 
self-interest  in  the  narrow  form  necessarily  prevails  over  them. 
It  is  thus  of  the  right  to  follow  an  instinct  of  his  nature  as 
strong  as  the  narrow  self-interest  so  highly  valued  in  economy, 
and  much  more  liberal  and  beneficent,  that  the  economist 
would  deprive  the  labourer.  Herein  lies  the  positive  con- 
viction of  the  falseness  of  the  liberty  of  which  he  is  so  zealous 
a  champion ;  and  herein  also  lies  the  practical  difficulty  in 
attaining  it  which  he  finds  it  so  hard  to  overcome.  Assuming 
that  he  is  right  in  maintaining  that  individual  action  can  do 
everything,  and  union  nothing  for  the  labourer ;  the  demon- 
stration of  this  truth  will  be  in  vain,  unless  labourers  in  the 
mass  can  be  satisfied  of  it.  The  economist  may  prove  it  to 
the  satisfaction  of  a  few  men  of  science ;  but  his  proof  is  re- 
condite, and  it  will  be  hard  to  leaven  with  his  convictions  the 
ever-growing  masses  to  whom  alone  the  doctrine  can  be  of 
service.  Were  it  only  a  class  prejudice  that  he  had  to  over- 
come, time  and  the  formation  of  new  habits  might  give  him 
the  victory  ;  but  the  hardship  of  his  case  consists  in  this,  that 
while  appearances  are  much  against  him,  and  he  has  to 
satisfy  the  labourer  that  what  appears  to  him  to  be  the  most 
disadvantageous  conditions  to  struggle  under  are  in  reality 
the  best  calculated  to  promote  his  interests,  he  has  also  to 
persuade  him  that  he  has  been  misled  by  a  higher  instinct  of 
his  nature,  and  that  he  is  only  safe  in  trusting  to  a  lower  one, 
to  one  of  those  instincts  which  a  moralist  would  be  most  ready 
to  warn  him  against  But  the  proposition  that  union  can  do 
nothing  for  the  labourer  has,  as  we  have  already  seen,  not 
been  proved  ;  and  before  we  can  be  justified  in  accepting  a 
proposition  which  implies  that  a  man's  best  instincts  are  given 
him  for  nothing,  and  are  likely  to  mislead  him  in  his  most 
practical  concerns,  we  are  bound  to  demand  at  least  such 
proof  of  the  negative  as  an  exhaustive  examination  of  the 
resources  of  economy  can  give.     Before  we  have  reached  such 

an  examination,  I  trust  the  contrary  will  have  been  proved. 

2  C 
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I  shall  not  here  discuss  any  scheme  which  avowedly  pro- 
ceeds on  the  repudiation  of  the  principle  of  individual  pro- 
perty, although  some  which  designedly  or  undesignedly  tend 
to  undermine  the  principles  on  which  the  institution  of  pro- 
perty rests  may  subsequently  have  to  be  examined.  I  regard 
the  institution  of  property  as  not  merely  an  arbitrary  or 
incidental  arrangement,  but  as  one  founded  on  the  principles 
of  human  nature,  and  which  cannot  be  overthrown  without  an 
entire  change  in  the  nature  of  men  ;  but  this  is  an  argument 
which  belongs  rather  to  the  domain  of  philosophy  than  of 
political  economy,  and  I  shall  hold  it  sufficiently  proved  by 
experience  that  the  right  of  freely  holding  and  disposing  of 
property,  whether  individually  or  collectively,  is  the  only 
practical  foundation  both  of  social  and  industrial  life.  To 
accept  without  qualification  this  doctrine  of  property,  and  to 
reject  all  socialistic  and  semi-socialistic  theories,  while  seeking 
a  different  solution  of  the  economical  problems  of  industrial 
life  from  that  with  which  the  actual  development  of  industry 
presents  is,  I  am  aware,  a  difficult  and  may  be  thought  by 
many  an  unpractical  position  to  take  up. 

Upon  the  basis  of  individual  propriety,  the  mass  of  pro- 
perty *  of  every  kind  will  always  remain  in  the  possession  of 
a  minority.  The  mass  of  mankind  will  always  remain,  un- 
provided with  means  and  without  any  special  or  distinctive 
degree  of  skill,  dependent  on  industry,  which  must  for  the 
most  part  be  exercised  on  hire.  The  problem  we  have  to 
deal  with  accordingly  is,  can  men  so  unprovided  be  assured 
of  a  just  reward  for  their  labour ;  and  will  their  labour  when 
justly  remunerated  supply  them  with  the  means,  not  merely 
of  maintenance,  but  of  a  fair  enjoyment  of  life  ?  This  is  a 
question,  it  need  scarcely  be  observed,  which  though  it  pri- 
marily affects  a  class,  belongs  to  the  science  of  economy  as 

*  There  is  a  distinction  to  be  observed  here  between  the  permanent  accumula- 
tions of  property,  or  capital,  and  revenue.  If  direct  labour  is  to  be  maintained, 
the  former  must  always  be  in  comparatively  few  hands  ;  but  this  is  not  necessarily 
inconsistent  with  such  a  distribution  of  revenue  as  to  afford  a  fair  remuneration  to 
direct  labour. 
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a.  whole,  and  holds  a  foremost  rank  in  it  To  frame  the 
doctrines  of  a  social  science  so  as  to  exalt  one  class  at  the 
expense  of  another,  is  to  degrade  the  science ;  but  to  inquire 
into  the  interests  of  each  class  separately,  and  to  show 
liow  all  may  be  mutually  benefited  is  its  special  business. 
Especially,  if  social  arrangements  bear  most  hardly  on  the 
class  which  so  vastly  outnumbers  all  others  it  is  the  business 
of  economy  as  a  social  science  to  inquire  how  the  hardships  of 
that  class  may  best  be  alleviated.  The  doctrines  of  economy 
belong  to  those  who  need  them.  He  who  has  ample  means 
can  afford  to  set  economy  at  defiance ;  and  no  law,  which 
would  not  work  greater  mischief  than  it  would  obviate,  can 
be  formed  to  restrain  him.  Those  upon  whom  the  burden 
of  all  social  or  economical  extravagance  must  ultimately  fall, 
have  the  greaest  interest  in  restraining  extravagance  ;  but  if 
the  virtue  of  the  doctrines  of  economy  depends,  as  the 
maxims  of  its  ordinary  teachers  would  have  us  believe,  on 
the  conduct  of  those  who  are  beyond  its  control,  the  state  of 
those  who  are  dependent  on  it  is  hopeless  indeed;  and  the 
common  contempt  for  economy  as  a  purely  speculative 
science  is  amply  justified. 

Having  shown  to  a  certain  extent  the  necessity  of  union 
to  enable  the  class  which  is  individually  weak  to  maintain 
its  proper  equipoise  in  the  industrial  scale,  I  shall  proceed  to 
consider  the  actual  results  of  union  as  hitherto  conducted, 
and  shall  afterwards  examine  the  various  schemes  which 
have  been  proposed  for  modifying  or  superseding  existing 
industrial  relations.  In  the  first  part  of  the  inquiry  we  shall 
have  to  consider  both  the  shortcomings  and  the  faults  of 
trades  unions.  These  have  often  been  discussed  in  a  hostile 
manner,  and  perhaps  the  instinct  of  self-preservation  has 
caused  good  counsel  to  be  repelled  when  offered  on  the 
deadly  point  of  hostile  criticism.  I  shall  examine  the  policy 
of  trades  unions  in  no  hostile  spirit.  I  look  upon  their  posi- 
tion as  a  transitional  one.  I  cannot  regard  it  as  unsound, 
because  the  classes  represented  by  the  unions  have  had  to 
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fight  for  position  against   privilege,   and   they  have    fought 
with  such  weapons  as  lay  to  their  hands  ;  I  cannot  regard 
it  as  final  and  satisfactory,  because  it  has  not  given   them 
the  fair  and  full  fruits  of  victory.     That  we  may  not  approach 
the  subject  with  ideas  altogether  vague,  I  shall  first  indicate 
those  circumstances  in  our  industrial  organization,  considered 
apart  from  the  action  of  trades  unions,  which  bear  hardly  on 
the  labouring  classes  ;  I  shall  then  examine  how  far  trades 
unions  have  failed  in-  removing  these  defects,  and  what  new 
evils  they  have  created.     There  are  two  prominent  symptoms 
of  underlying  evils  in  the  actual   organization  of  industn'; 
strikes    and  commercial  crises.     Though   to  casual   observa- 
tion   these    may  appear    distinct,    they    are    connected    as 
common  results  of  the  same  series  of  causes.     They  differ 
in  one  respect,  namely,  that  while  strikes  though  admitted 
on  all  hands  to  be  an  evil,  are  defended   by  one   class  as 
a  means  of  obviating   greater   evils,   commercial   crises    are 
purely  evil,  and  are  defended  by  no  one.     These  two  may 
however  be  taken  as  typical  of  the  two  classes  of  evils  we 
have  now  to  consider ;  commercial  crises  of  those  which  are 
not   caused   by   trades   unions,   strikes   of  those  which    are. 
The  former  class  have  already  been  discussed  at  consider- 
able  length  ;   and  what   we   shall   here   have   chiefly  to   do 
is  to  apply  the  conclusions  already  reached   to  the  present 
branch  of  our  subject. 

The  course  of  the  argument  on  the  working  of  competition, 
and  the  growth  and  limits  of  production,  has  been  to  show 
that  the  whole  tendency  of  the  actual  organization  of  industry 
is  to  leave  consumption  without  control,  or  rather  to  subject 
it  to  the  constant  pressure  of  an  aggressive  stimulation.  It 
has  been  shown  that  even  the  partial  parsimony  of  those 
whose  object  is  accumulation  tends  in  this  direction.  The 
wants  which  industry  supplies  are  of  so  pressing  a  nature 
that  they  naturally  take  precedence  of  all  other  wants,  how 
important  soever  the  supply  of  these  may  be  to  the  welfare 
of  society,  or  to  the  development  of  the  higher  faculties  of  the 
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individual  man.  When  to  the  natural  pressure  of  these 
wants  is  added  the  stimulus  of  a  predominant  passion  for 
acquisition,  acting  upon  an  organization  which  affords  un- 
limited scope  for  its  development,  it  is  evident  that  there 
must  be  danger  of  an  injurious  preponderance  being  given 
to  the  pursuits  of  wealth-producing  industry. 

It  has  also  been  shown  that  the  over  eagerness  of  pursuit 
tends  to  defeat  the  great  object  of  industry  in  many  ways. 
The   mere  waste   of  over-production,  and    of  a   constantly 
stimulated  consumption,  would  of  itself  be  serious  enough  ; 
but    it   is  aggravated    by    the    misdirected    distribution    of 
the   products  of  industry  which  over-production   inevitably 
occasions,  and  which  either  causes  goods  to  perish  without 
being  consumed,   or  to  be   consumed   on   inappropriate  or 
inadequate  uses.     A  still  heavier  tax  is  imposed  by  the  mis- 
direction of  labour  itself,  which  is  superfluously  exerted  in 
forcing  the  consumption  of  an  unprofitable  production.     All 
these  evils,  it  has  been  shown,  are  aggravated  when  pro- 
duction is  largely  pursued  for  the  cultivation  of  foreign  trade  ; 
for  in  this  case  the  commodities  consumed  bear  no  necessary 
ratio    to    the  commodities    produced,   as    the    greater    the 
quantity  of  goods  pressed  upon  a   market  the  lower  their 
value  in  that  market  will  fall,  and  the  less  will  be  given  in  ex- 
change for  them ;  and  this  depreciation  of  the  returns  when  the 
market  is  over-supplied,  Is  without  any  corresponding  gain  to 
the  receivers,  who  merely  get  what  they  do  not  require. 

Whatever  class  of  society  may  suffer  from  this  pressure  of 
production,  the  chief  burden  must  finally  fall  upon  the  pro- 
ducing labourers ;  who  have  always  to  sustain  the  whole 
labour  of  supplying  the  community  with  whatever  material 
products  it  requires,  and  whose  share  of  the  whole  produce 
by  no  means  bears  a  constant  ratio  to  its  gross  amount,  but 
is  regulated  by  the  relative  dependence  or  independence  of 
their  own  condition  with  that  of  those  by  whom  they  are 
employed. 

In  saying  that  the  chief  burden    falls    upon  producing 
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labourers,  I  do  not  intend  to  imply  that  it  falls  on  them  to 
the  exclusion  of  other  labourers ;  but  as  it  has  already  been 
indicated  that  it  falls  on  non-producing  labourers  in  increase 
of  services,  the  additional  burden  of  the  one  class  does  not 
relieve  that  of  the  other. 

The  commodities  consumed  by  labourers  are  subject  to  the 
tendency  to  over-production  as  well  as  others  ;  though  from 
the  elasticity  of  the  demand  for  them,  especially  food,  they 
are  less  liable  in  some  respects  than  other  commodities  to 
actual  over-production.  It  must  not  be  understood  that 
a  tendency  to  over-production  implies  an  actual  super- 
abundance of  every  commodity.  The  over-production  of 
commodities  suited  for  the  consumption  of  labourers,  tends 
to  divert  labour  to  other  commodities,  or  to  non-productive 
services.  Unless  the  labourer  from  other  causes  acquires 
a  stronger  position  relatively  to  the  employer,  it  has  no 
tendency  'permanently  to  improve  his  condition.  Produc- 
tion follows  the  means  of  purchase,  and  when  the  mass 
of  wealth  is  in  the  hands  of  those  who  demand  luxuries, 
it  will  produce  luxuries.  Nevertheless  cycles  of  over-pro- 
duction affect  necessaries  also ;  for,  indeed,  production  over- 
flows from  the  commoner  to  the  less  common  commodities : 
but  this  tends  rather  to  produce  irregular  habits  of  con- 
sumption than  a  normal  sufficiency  for  the  supply  of  real 
wants. 

It  might  seem  reasonable  to  suppose  that  the  class  which 
is  most  deeply  interested  in  the  arrest  of  unprofitable  con- 
sumption, and  of  the  misdirection  of  production  and  misdis- 
tribution  of  the  products  of  industry  which  result  from  the 
forcing  of  consumption,  should  have  some  power  to  control 
consumption,  and  the  dependent  processes  of  production  and 
distribution,  and  this  expectation  is  rendered  more  reasonable 
by  the  fact,  already  dwelt  upon,  that  no  other  class  has  any 
such  power.  Competition  knows  no  means  of  supplying  a 
market  but  to  gorge  it ;  and  when  the  producing  market  is 
gorged  as  well  as  the  consuming  ones,  the  plethoric  machine 
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rests  till  digestion  has  revived  demand,  and  the  same 
process  begins  again.  Where  producers  are  numerous  this 
process  is  inevitable,  as  no  combination  can  regulate  the 
supply,  and  no  single  producer  can  afford  to  pause  while  his 
neighbours  go  on.  Hence,  if  there  is  no  force  independent 
of  the  competition  which  controls  producers,  to  regulate 
consumption,  the  aggressive  force  of  production  must  go  on 
continually  enlarging  it,  till  the  whole  energies  of  society  are 
a^bsorbed,  in  an  abasing  struggle  for  wealth,  or  in  a  degrading 
one  for  subsistence. 

The  central  position  which  the  producing  labourers  occupy 
in  the  industrial  organization  affords  another  reason  for 
looking  to  them  as  a  source  of  power  in  the  regulation  of  that 
organization  ;  and  if  this  expectation  is  well  founded,  it  is 
one  of  the  defects  of  the  existing  organization  of  labour,  even 
with  the  assistance  of  the  actual  working  of  trades  unions, 
that  they  do  not  possess  this  power. 


BOOK    I.  — CHAPTER    IL 

ON  THE  CLASSIFICATION  OF  THE  CONTRIBUTORS  TO 

INDUSTRY. 

'THHE  relations  to  each  other  of  the  various  contributors 
•^  to  the  whole  scheme  of  human  industry  demands  some 
explanation  ;  and  it  will  save  much  time  and  risk  of  miscon- 
ception  to  give  a  general  outline  of  it  here. 

Human  wants  may  be  divided  into  two  classes,  which  may 
be  designated  as  clamant  and  non-clamant  Although  this, 
like  almost  all  natural  divisions,  is  a  gradual  one,  proceeding 
by  imperceptible  shades  from  one  class  to  the  other,  yet 
the  clamant  wants  may  be  broadly  distinguished  as  the 
material  and  industrial,  the  non-clamant  as  the  moral, 
intellectual  or  spiritual,  and  especially  those  which  excite 
not  to  the  industry  which  looks  for  material  reward,  but  to 
self-sacrificing  labour.  A  man  will  cry  out  for  want  of 
bread,  but  not  for  want  of  education. 

The  whole  industrial  scheme,  then,  is  occupied  mainly 
with  the  clamant  wants ;  and  in  proportion  to  the  absorption 
of  the  time,  whether  of  individuals  or  of  classes,  in  the  in- 
dustrial scheme,  will  be  their  neglect  of  the  higher  or  intel- 
lectual scheme.  The  class  whose  time  must  always  be  most 
absorbed  in  the  industrial  scheme  is  the  class  of  productive 
labourers,  together  with  the  class  of  non-productive  labourers 
whose  condition  is  analogous  to,  and  depends  immediately 
upon  theirs. 

But  the  industrial  community  consists  of  many  grades 
which  pass  by  insensible  degrees  into  each  other,  so  thaf 
there  is  at  no  point  an  absolute  dividing  line.  The  divisions 
of  capitalist  and  labourer,  employer  and  employed,  are  among 
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the  most  convenient  and  readily  understood  ;  but  these  are 
t>y  no  means   absolute   distinctions,   and   their  imperfection 
leads  to  much  misconception,  and  often  serious  inconvenience. 
Their  proper  significance  is  often  completely  misunderstood, 
not  only  by  men  of  average,  or  more  than  average  intelli- 
gence ;  but  even  by  those  who  consider  themselves  qualified 
to   give  advice   on   the  subject  to  which  these  distinctions 
pertain.      Nothing  is  more  common    than    to    hear    some 
eminent  statesman,   or  philanthropist,   or   it   may  be  some 
large  employer  of  labourers,  stand  up  on  a  platform  before 
an  audience  of  working  men  and  say,  *  I  myself  am  a  work- 
ing man  ;'  and.  on  the  strength  of  this  somewhat  transparent 
sophistry  claim  to  advise  his  fellow-labourers.     The  audience 
may  not  exactly  discover  where  the  fallacy  lies ;   but  they 
feel   they  are   being  imposed   upon.      The  gentleman   who 
addresses  them,  they  know,  has  his  bread  buttered  on  both 
sides ;  and  theirs  is  perhaps  not  buttered  on  one.     And  this 
practical  logic  is  sound.      If  they  are  good-humoured,  they 
cheer ;  but  they  are  not  convinced,  and  they  ought  not  to  be. 
The  distinction  between  capitalist  and  labourer  is  imper- 
fect  in   this  respect,   that    there   is   no   man   who   has   any 
concern,  direct  or  indirect  with  industry,  who  is  not  to  some 
extent  a  labourer.     The  mere  care  of  capital,  whether  money, 
land,  or  goods,  even  if  not  directly  employed,  but  only  lent, 
and   that  through   an  agent,  involves  at  times  considerable 
toil  and  trouble.     On  the  other  hand,  no  labourer  is  entirely 
destitute  of  capital.     The  labourer,  if  he  has  not  a  coat  to  his 
back,  must  at  least  have  a  pair  of  nether  garments ;  and  this 
is  capital.    This  community  of  properties  between  the  capi- 
talist and   the  labourer  is,  as  will  afterwards  appear,  a  cir- 
cumstance upon  which  the  most  momentous  issues  depend. 
It  has  also  been  shown  that  the  matter  of  importance  in 
the  industrial   relations  between  different  classes  is  not  the 
t>ossession,  but  the   command   of  capital.     The  adventurer 
by  whom  labourers  are  employed,  may,  as  far  as  his  own 
means   are  concerned,  be  actually  as  poor  as  themselves ; 
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and  the  remuneration  he  receives  from  the  joint  undertaking, 
may  be  really  the  remuneration  of  his  labour  ;  but  he  is 
not  less  truly  the  representative  to  them  of  the  capitalist. 
His  remuneration  is  determined  on  a  different  principle  from 
theirs ;  and  in  all  questions  between  them  and  the  capitalist, 
his  interest  lies  on  the  side  of  the  capitalist  and  not  on 
theirs.  The  only  difference  which  his  agency  makes  is  that 
he  is  more  stringently  bound  to  obey  the  laws  of  capital 
than  even  the  capitalist  himself. 

The  distinction   between   employers   and   employed  is  to 
this    extent    a  broader    and     more    satisfactory    one    than 
between    capitalists   and    labourers.      But    there    are    cases 
where  this  distinction   fails  also ;    and   it  is  not  sufficient, 
even  when  it  holds  good,  to  meet  all  the  circumstances  of 
the  case.    There   is   an   evident  difference  between  a  man 
who  possesses  exceptional  skill   and  can  command   a  high 
price  for  his  services,  and  one  who  has  no  such  advantages. 
Such   a  man   is  a  sort  of   capitalist.      His  skill  has  cost 
labour,  or  it  is  a  natural  commodity  of  superior  value,  or 
it  partakes  of  both  characteristics.     It  is,  in  fact,  a  sort  of 
living  capital,  which  is  stored  up  in  him.     Such  a  man  may 
to    some    extent   be   considered    his   own    employer,    even 
when  he  works  for  hire.      He   makes  his  terms  on  special 
conditions,  controlled  only  by  the  existence  of  skill  similar 
to  his  own.     Often  his  form  of  capital  has  the  prevalence, 
and  he  is  able  to  dictate  to  the  possessor  of  the  material 
capital ;    oftener  it  is  the  other  way,  and  his  interest  coin- 
cides to  a  great  extent  with  that  of  the  common  labourer. 
Professional  men  whose  capital  consists  chiefly  in  their  skill, 
and  whose  income  is  derived  from  labour,  and  retail  traders, 
whose  capital   is   mostly  material,   but  the   bulk  of  whose 
income  is  also  derived   from  labour,  are   mostly  their  own 
employers.      They  are  adventurers,  who  deal  directly  with 
the  public,  and    not   with  a   single    representative  of   the 
demand  for  their  labour.     Moreover,  a  man  whose  skill  con- 
sists in  the  direction  of  mercantile  affairs,  and  whose  func- 
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tions  are  altogether  similar  to  those  of  the  adventurer  who 
employs  labourers,  may  exercise  those  functions  not  for 
the  profits  of  trade,  but  for  hire  as  the  employ^  of  another. 
His  personal  interests  will  thus  incline  to  the  side  of  the 
labourer,  while  his  official  interests  are  on  that  of  the  em- 
ployer. If  his  skill  is  exceptional  and  highly  paid,  he  will 
prefer  the  interest  of  the  employer ;  as  it  becomes  more 
common,  and  is  more  barely  remunerated,  he  will  lean  to 
that  of  the  labourer. 

The  distinction  between  productive  and  non-productive 
labour  has  been  the  cause  of  much  useless  controversy,  which 
has  arisen  from  the  use  of  an  unfortunate  term,  unproductive, 
to  represent  the  latter.  It  is  obviously  a  distinction  of  the 
kind  now  referred  to.  Non-productive  labour  may  tend  in 
many  ways  to  increase  production,  but  the  distinction  must 
be  drawn  according  to  the  direct  object  of  the  labour ;  thus  an 
overseer  in  a  factory  may  be  called  a  productive  labourer, 
though  he  does  not  put  his  hand  to  a  loom  or  spindle,  but  a 
schoolmaster  could  not  properly  be  called  so.  An  unproduc- 
tive labourer  is  a  labourer  whose  aim  is  production,  and  who 
does  not  succeed  in  accomplishing  it,  as  a  second  overseer  in 
a  factory  where  one  is  sufficient ;  a  non-productive  labourer  is 
a  labourer  whose  direct  aim  is  not  production,  but  some  other 
service  useful  to  society. 

Amid  the  various  interests  here  described,  the  thing  of  most 
importance  is  to  distinguish  the  position  not  of  individuals 
but  of  classes.  It  matters  comparatively  little  in  respect  to 
classification  that  the  interests  of  this  or  that  individual 
incline  him  in  this  or  that  way;  or  that  his  interests  in 
different  directions  are  so  balanced  that  he  is  doubtful  to 
which  side  to  turn ;  but  it  matters  much  that  the  interest  of 
one  class,  however  the  individuals  composing  it  may  change, 
always  inclines  in  one  direction,  and  that  of  another  class 
always  in  another.  It  is,  however,  of  importance  that  the 
individuals  composing  the  various  classes  should  have  a  clear 
and  intelligent  conception  of  their  own  interests. 
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One  essential  to  the  character  of  a  labourer  in  the  ordinary 
sense  is  his  being  hired,  that  is  to  say  that  the  risk  of  the 
adventure  on  which  he  is  engaged  is  taken  by  another,  and 
that  he  receives  a  stipulated  sum  for  a  stipulated  amount  or 
duration  of  service.  But  the  interest  of  all  hired  labourers,  as 
we  have  seen,  is  not  identical.  Skill  forms  a  species  of  capital, 
and  in  regard  to  this,  as  well  as  in  other  respects,  no  two 
labourers  are  exactly  alike.  To  form  a  class,  then,  we  must 
adopt  a  broad  distinction ;  and  although  the  amount  of  skill 
required  in  various  industries  varies  considerably,  yet  on  the 
whole,  leaving  out  what  are  called  professions,  and  a  few 
limited  branches  of  highly  skilled  mechanical  industry,  any 
man  may  be  classed  as  a  labourer  whose  want  of  means,  or  of 
enterprise,  compels  him  to  live  by  hiring  out  his  labour,  and 
who  does  not  possess  more  than  the  skill  of  an  ordinarj' 
journeyman  in  his  own  trade.  Besides  the  class  of  productive 
labourers,  to  whom  this  distinction  primarily  applies,  there  is 
a  large  class  of  non-productive  labourers,  consisting  of  those 
engaged  in  distributive  processes,  in  domestic  services,  etc., 
who  occupy  a  corresponding  position,  and  have  to  a  large 
extent  common  interests  with  the  productive  labourers ;  but 
to  whom  in  most  cases  the  resource  of  combination  in  support 
of  their  class  interests  is  not  open.  There  are  also  many, 
both  below  and  above  the  rank  of  journeymen,  who  although 
possessing  sectional  interests  different  from  those  of  that  rank, 
have  also  to  a  large  extent  common  interests  with  them. 
Apprentices,  clerks,  skilled  artificers  and  others,  are  liable 
more  or  less  to  the  same  individual  weakness  relatively  to 
employers  as  ordinary  labourers  of  the  common  type  of  pro- 
ficiency, and  are  less  conveniently  situated  for  co-operation 
in  any  measures  of  common  interest.  Although  the  degree 
in  which  all  these  classes  may  participate  in  the  feelings  and 
interests  of  the  labouring  class  proper  may  vary  much,  the 
interest  of  all  of  them  inclines  more  in  this  than  the  opposite 
direction,  and  the  division  between  the  two  classes  might  be 
drawn  by  the  circumstance  of  adventure  or  non-adventure. 


CHAP.  II.]  ON   THE  DIRECT  LABOURER.  413 

Whoever,  that  is  to  say,  has  not  sufficient  capital  or  enterprise 
to  take  the  risk  of  his  own  labour  by  trusting  to  the  public 
demand  for  his  services,  whoever  hires  his  services  to  an 
employer,  that  is  to  a  single  representative  of  the  public 
demand,  belongs  to  the  labouring  class ;  whoever  takes  the 
risk  of  his  enterprise  upon  himself,  to  the  capitalist.  This  is 
the  best  and  clearest  division  as  respects  the  preponderance 
of  individual  interests ;  but  if  we  regard  the  interests  them- 
selves, not  the  proportions  in  which  they  are  combined  in 
individual  cases,  for  as  already  observed  no  individual  belongs 
wholly  to  one  class  to  the  exclusion  of  the  other,  the  proper 
division  is  that  between  substance  and  non -substance,  capital 
and  labour.  Every  man,  however  great  or  small  his  skill,  to 
the  extent  to  which  he  makes  his  subsistence  by  labour,  is 
represented  by  the  labourer  ;  to  the  extent  to  which  he  derives 
it  from  the  revenue  of  acquired  means  by  the  capitalist. . 

It  will  thus  be  seen  that  the  productive  labourer,  as  the 
member  of  his  class  who  possesses  greatest  liberty  in  respect 
to  combined  action  occupies  a  representative  position  in 
respect  to  the  entire  class,  whether  it  be  defined  as  consist- 
ing of  individuals  or  of  interests.  He  represents  all  employes 
in  respect  to  their  interests  as  opposed  to  those  of  employers ; 
and  he  represents  all  labour  in  respect  to  the  division  of  pro- 
fits between  labour  and  capital.  The  interest  in  his  proceed- 
ings thus  extends  much  beyond  the  range  of  hired  labourers 
of  whatever  degree,  and  comprehends  also  to  a  large  extent 
the  interests  of  professional  and  other  high-class  independent 
labourers  ;  although  in  regard  to  such  extreme  and  partial 
representatives  it  is  to  be  observed  that  it  is  the  common 
labourer,  and  not  they,  who  must  be  held  as  typical  of  the 
class.  The  degree  of  identification  with  the  interests  of  the . 
central  body  may  be  held  as  the  measure  of  individual  rela- 
tionship to  it,  whether  in  the  case  of  actual  or  of  acknowledged 
relationship. 
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ON  THE  REMUNERATION  OF  DIRECT  LABOUR. 

THE  qualifications  of  productive  labourers  to  occupy  the 
representative  position  assigned  to  them  in  the  preced- 
ing chapter  are  in  harmony  with  their  natural  claim  to  it. 
The  advantages  gained  by  productive  labourers  for  them- 
selves may  not  be  immediately,  but  must  be  ultimately 
shared  by  the  non-productive  labourers.  The  two  classes 
are  in  contact  at  so  many  points,  that  a  supply  of  labour 
may  often  flow  directly  from  one  to  another ;  and  where 
this  is  precluded  by  the  necessity  of  special  training,  there 
is  always  one  channel  of  communication  by  which  a  gravita- 
tion towards  a  common  level  is  maintained  ;  they  are  recruited 
from  the  same  sources,  and  when  one  is  more  prosperous  than 
the  other  the  supply  of  fresh  labour  will  be  attracted  towards 
it,  and  diverted  from  the  other.  The  same  process,  though 
more  slowly  and  indirectly,  will  affect  every  branch  of  labour 
up  to  the  highest 

The  produce  of  productive  labour  is  the  source  of  remunera- 
tion of  all  labour,  as  well  as  of  the  capital  engaged  in  support- 
ing it.  In  proportion  to  the  productiveness  of  this  labour  is 
the  gross  or  aggregate  remuneration  which  all  classes  of 
labourers,  and  all  the  contributors  of  the  means  or  materials 
requisite  to  production  receive.  This  gross  remuneration  is 
shared,  according  to  their  respective  powers,  between  the 
labouring  and  non-labouring  contributors.  The  distribution 
among  the  labourers  of  the  share  assigned  to  labour,  is  deter- 
mined by  their  respective  advantages,  whether  real  or  imputed  ; 
as  skill,  strength,  reputation,  influence,  power  of  self-assertion, 
etc.     However  these  circumstances  may  vary  the  result,  and 
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whatever  divergences  some  of  them  may  cause  from  a  just 
standard,  the  gravitation  is  always  towards  a  remuneration 
according  to  the  combined  amount  and  quality  of  labour.* 
Hence,  however  great  may  be  the  differences  of  skill  and 
training,  the  circumstances  which  determine  the  remuneration 
which  the  ordinary  labourer,  who  may  be  supposed  to  repre- 
sent the  unit  of  skill,  receives  from  the  capitalist  or  adventurer 
who  employs  him,  will  also  determine,  or  tend  to  determine, 
the  remuneration  which  the  labourer  whose  capital  is  wholly 
in  skill  will  receive  from  the  employer  whose  capital  is 
material.  The  remuneration  of  the  lawyer  or  physician 
may  be  that  of  four,  or  six,  or  eight  labourers  ;  but  the 
measure  of  his  remuneration,  except  in  so  far  as  it  is  deter- 
mined by  the  possession  of  material  capital,  is  the  remunera- 
tion of  the  ordinary  labourer. 

This  is  evident  from  the  circumstance  that  the  more  highly 
skilled  labourer,  if  he  has  no  material  capital,  is  as  imme- 
diately dependent  on  his  labour  as  the  common  labourer. 
The  only  advantage  he  has  is  that  the  supply  of  labour  of 
his  kind  is  limited  by  its  higher  cost  of  production,  and  can 
only  by  a  somewhat  proportionate  remuneration  be  made 
adequate  to  the  demand.  When  skilled  labour  is  combined 
with  capital  its  remuneration  is  raised  higher  than  that  of 
the  unprovided  skilled  labourer ;  partly  because  of  the  greater 
independence  which  capital  gives  to  the  labourer,  partly 
because  of  the  reputation  which  always  adheres  to  the 
possessor  of  material  means.  Other  things  being  equal,  a 
professional  man  in  comfortable  circumstances  will  always 
command  more  for  his  services  than  one  in  poverty ;  and  will 
be  able  to  dispose  of  them  not  only  with  as  great,  but  with 
much  greater  ease.  Where  labour  remains  uncombined,  this 
is  the  only  advantage  derived  by  the  skilled  labourer  from 
the  possession  of  means  ;  and  as  it  is  constantly  liable  to  the 
competition  of  the  poorer  labourers,  it  is  sustained  solely  by 

*  This  gravitation,  pexfect  as  respects  classes,  in  uncommonly  slow  in  respect  to 
individuals,  and  l^ves  the  widest  scope  for  injustice. 
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reputation,  whether  real  or  adventitious.     But  in  some  pro- 
fessions, as   in  that  of  law,  the  competition  of  the  poorer 
skilled  labourers  is  bought  up  by  the  richer  becoming  their 
employers.     This  cannot  be  done  entirely,  but  it  is  done  to 
a  considerable  extent ;  and  when  it  is  done  the  entire  price 
paid  for  skilled  labour,  or  its  aggregate  profit,  is  considerably 
raised  by  it.     It  does  not  however  follow  that  the  remunera- 
tion   of    the  unprovided   labourers,   whether    dependent    or 
independent,  is  raised.     The  great  firms  who  hire  numerous 
skilled  labourers  command  high  prices  ;  but  the  share  received 
by  their  skilled  employes  depends  on  the  ordinary  relations 
of  labour  and  capital,  and  the  earnings  of  the  poor  indepen- 
dent labourers  cannot   be   much   greater   than   that  of  the 
clerks,  or  these  would  prefer  independence.     The  remaining 
profit   is   therefore   the   reward   of   capital,   or    of   acquired 
reputation,   which   is   often   to  a   great   extent   illusory,  the 
work  being  performed  not  by  those  possessing  the  reputa- 
tion, but  by  a  succession  of  hired  servants,  in  whom  only  a 
certain  average  of  skill  can  commonly  be  counted  on. 

The  remuneration  of  productive  labourers  themselves  is 
determined,  as  already  said,  like  that  of  all  other  labourers, 
by  the  relative  strength  of  the  parties  to  the  bargain,  the 
employers  on  one  hand,  the  employed  on  the  other.  The 
ultimate  source  of  wages,  the  real  fund  from  which  all  wages 
are  paid,  is  the  produce  of  the  labour  of  the  labourers  who 
receive  the  wages.  But  the  actual  wages  of  the  labourer 
are  not  commonly  paid  out  of  this  fund,  but,  in  anticipation 
of  its  realization,  out  of  the  capital  owned  or  borrowed  by 
the  adventurer  who  employs  them.  From  what  we  have 
already  seen  of  the  nature  of  mercantile  adventure,  it  will  be 
evident  that  it  would  be  absurd  to  aflSrm  that  labourers  can 
never  receive  more  for  their  labour  than  its  gross  produce, 
that  is  than  the  entire  sum  ultimately  realized  by  the  sale 
of  the  produce  ;  but  it  is  obvious  that  when  they  do  so 
their  labour  must  have  been  misdirected,  and  that  if  it  is 
to  continue  permanently  under  the    same    direction,   they 
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must  receive  much  less  than  the  net  produce ;  there  must 
t>e  margin  for  re-appropriation  of  capital  and  for  profit  to 
the  capitalist  and  adventurer.  This  is  the  origin  of  the 
fiction  called  a  wages  fund.  If  the  circumstances  of  pro- 
duction were  necessarily  uniform,  and  if  labourers  always 
received  the  whole  remuneration  that  could  be  spared  from 
the  profits  of  production,  then  there  would  be  no  possibility 
of  increasing  the  remuneration  of  labour  by  any  increase  of 
power  gained  by  labourers  relatively  to  their  employers  ;  for 
first,  it  would  be  impossible  by  this  means  to  alter  the 
productiveness  of  labour ;  and  secondly,  it  would  be  impos- 
sible to  alter  the  distribution  of  the  proceeds  in  favour  of 
the  labourer,  because  he  would  already  be  receiving  his  full 
share.  But  neither  of  these  positions  is  true.  In  the  course 
of  the  fluctuations  of  production  there  are  times  when  the 
labourer  receives  much  more  than  his  share  of  the  produce, 
that  is  more  than  will  leave  an  adequate  profit  on  production ; 
and  there  are  times  when  he  receives  much  less.  It  is 
commonly  supposed  that  these  fluctuations  balance  each 
other ;  and  that  in  the  end  the  labourer  receives  his  full 
remuneration,  and  the  adventurer  his  fair  profit.  But  there 
is  no  real  balance  in  the  matter,  but  only  an  alternation  of 
excesses.  If  in  the  case  of  the  adventurers  a  balance  is 
actually  maintained  sufficient  to  continue  or  extend  produc- 
tion, this  is  not  done  by  an  economic  law  of  the  highest,  but 
of  the  lowest  form.  This  has  already  been  shown  in  regard 
to  production  ;  but  it  is  necessary  to  show  more  fully  the 
application  of  the  circumstances  to  the  remuneration  of 
labourers. 

When  labour  is  productive  and  profits  high,  it  is  evident 
that  labourers  do  not  receive  immediately  the  full  share  of 
remuneration  which  it  would  be  consistent  with  the  mainten- 
>  ance  of  reproduction  to  give  them.  This  is  rendered  per- 
fectly evident  from  the  large  profits  realized  by  producers, 
merchants  and  speculators  on  the  produce  of  their  labour. 

These  profits  may  be  partly  re-appropriated  to  production,  in 

2d 
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compensation  for  losses  incurred  at  other  times;  but  it  is 
abundantly  evident  that  this  is  not  their  only  destination. 
They  also  go  to  increase  the  luxury  and  non-productive  ex- 
penditure of  the  adventuring  and  speculative  classes.  When 
the  profits  of  production  decline  the  wages  of  labour  com- 
monly decline  also.  When  profits  are  high  the  employer  does 
not  pay  his  labourers  according  to  the  productiveness  of  their 
labour,  that  is  according  to  the  profit  he  can  earn  on  it,  but 
only  according  to  the  actual  demand  for  it ;  when  profits  are 
low,  he  would  always,  if  he  could,  pay  them  according  to  the 
productiveness  of  their  labour  ;  and  it  is  always  his  aim  and 
endeavour  not  to  pay  more  than  will  leave  a  profit  on  pro- 
duction, but  this  the  competition  among  producers  will  not 
permit  him  altogether  to  accomplish.  In  these  circumstances, 
therefore,  the  labourer  commonly  receives  more  than  his 
proper  share  of  the  proceeds  of  production.  But  although 
the  labourer  then  receives  more  than  his  proper  share,  it  does 
not  follow  that  his  wages  are  then  actually  high.  On  the 
contrary,  they  are  then  actually  at  the  lowest  point.  The 
reason  why  the  labourer  then  receives  more  than  his  proper 
share  of  the  proceeds  of  production  is  not  from  any  natural 
excess  of  competition  among  employers  for  the  services  of 
labourers ;  it  is  from  an  excess  of  competition  in  production. 
It  is  not  because  there  are  too  few  labourers  to  produce  up  to 
the  demand  ;  but  because  employers  insist  upon  producing 
beyond  the  demand.  When,  after  the  keenness  of  competi- 
tion occasioned  by  high  prices,  the  supply  of  a  commodity 
begins  to  press  heavily  on  the  demand,  there  is  a  tendency  to 
slacken  production,  partly  counteracted  by  the  action  of  those 
producers  who  wish  to  compensate  for  diminishing  profits  by 
extended  production ;  but  when  the  pressure  of  production 
becomes  such  that  it  is  doubtful  if  profits  can  be  procured  at 
all,  a  real  contraction  of  production  takes  place,  especially  on 
the  part  of  the  stronger  producers,  and  in  consequence  the 
supply  of  labour  in  the  market  becomes  heavy,  and  its  value 
falls.     But  there  is  still  a  demand  to  be  met,  and  producers 
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are  not  agreed  who  shall  meet  it.  Each  strives  to  have  his 
share,  and  the  aggregate  production  is  made  much  too  large. 
Thus  the  actual  demand  for  labour  is  in  excess  of  the  real  or 
profitable  demand  ;  and  the  price  paid  for  it  is  consequently 
greater  than  the  real  demand  would  support.  But  this  addi- 
tion to  their  wages  at  a  time  of  depression  is  no  real  benefit 
to  the  labourers.  It  does  not  amount  to  an  adequate  re- 
muneration, as  the  demand  for  their  labour  is  still  unequal 
to  the  supply,  and  it  tends  still  further  to  depress  the  value 
of  their  labour  by  maintaining  to  the  last  the  over-pres- 
sure of  production  ;  and  thus  far  from  being  a  compensation 
for  the  under  payment  of  the  times  of  prosperity,  it  tends  by 
forcing  an  unprofitable  consumption  to  waste  the  products  of 
their  labour,  and  permanently  depreciate  its  value.  Thus  the 
compensation  afforded  to  labourers  by  the  fluctuations  of  com- 
petition is  to  find  the  produce  of  their  labour  at  one  time 
dissipated  by  the  luxury  of  other  classes,  at  another  wasted 
by  the  prodigality  of  over-production. 

It  is  thus  evident  that  the  productiveness  of  labour  is  not 
the  sole  measure  of  the  labourer's  remuneration ;  but  it  is 
a  question  of  much  importance,  How  does  the  productive- 
ness of  labour  affect  the  remuneration  of  the  labourer  ? 

It  may  have  been  noticed,  from  what  has  already  been  said 
of  the  productiveness  of  labour,  that  this  phrase  in  different 
relations  bears  different  meanings.  We  may  make  it  mean 
either  the  quantity  of  produce  of  a  given  kind  turned  out 
by  a  given  amount  of  labour,  or  the  value  of  that  produce 
in  the  market  at  a  given  time.  If  we  take  the  work  of 
one  labourer  as  a  unit,  the  productiveness  of  labour  in  the 
first  sense  will  be  measured  by  the  amount  of  produce  turned 
out  for  each  labourer  engaged  in  the  particular  process  or 
course  of  production  ;  in  the  second  by  the  price,  deducting 
outlay,  for  which  the  quantity  of  the  finished  product,  which 
represents  the  unit  of  labour,  will  sell.  By  taking  other 
standards  other  changes  of  signification  might  be  derived  ; 
but  these  will  suffice  to  show  the  necessity  of  defining  exactly 
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what  is  meant  when  we  say  that  the  remuneration  of  the 
labourer  does  or  does  not  depend  on  the  productiveness  of 
his  labour. 

It  is  apparent  that  the  first  of  these  kinds  of  productiveness, 
which  we  may  call  the  quantitative  productiveness  of  labour, 
is  the  only  one  over  which  labourers  themselves  have  any 
control,  and  that  it  is  only  one,  and  often  the  least  of  the 
factors  in  determining  the  other,  or  qualitative  productive- 
ness, by  which  alone  the  remuneration  of  labour  is  affected. 
This  is  over-looked  by  those  who  condemn  every  movement 
of  the  labourer  which  interferes  with  quantity  of  production, 
as  a  direct  encroachment  on  the  sources  of  his  own  re- 
mimeration.  Without  security  as  to  his  proportion  of  the 
total  remuneration,  and  without  security  as  to  the  effect  of 
quantitative  upon  qualitative  productiveness,  it  is  absurd  to 
insist  upon  the  labourer's  making  a  primary  concern  of 
quantitative  productiveness,  or  sacrificing  any  pressing  interest 
to  it  It  may  be  a  matter  of  primary  importance  to  others ; 
but  it  is  not  so  to  him. 

The  quantitative  productiveness  of  labour  has  a  direct 
effect  upon  wages  only  when  it  is  the  result  of  direct  effort. 
When  it  is  a  question,  for  example,  whether  labourers  shall 
work  a  longer  or  shorter  period,  they  will  be  paid  more  or 
less  according  to  the  time  they  work.  Assuming  the  amount 
of  exertion  as  measured  by  time,  the  duration  of  labour, 
to  be  equal,  and  without  at  present  taking  account  of 
differences  in  the  strength  and  skill  of  labourers,  any  addition 
to  the  quantity  of  production  soon  ceases  to  have  any  effect 
on  qualitative  productiveness,  and  consequently  on  the  re- 
muneration of  labour.  Every  addition  to  quantitative  pro- 
ductiveness of  course  increases  the  entire  quantity  of  com- 
modities produced  by  a  given  sum  of  labour ;  and  if  the 
labourers'  proportion  of  the  produce  could  be  determined 
at  a  given  ratio  of  the  whole  production,  would  increase  the 
remuneration  of  labour;  but  this  is  precisely  what  is  un- 
determined, or  rather  what   is   determined   contrary  to  the 
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labourers'  interest  It  is  thus  a  proof  of  great  simplicity,  not 
to  say  hypocrisy,  to  press  upon  labourers  as  their  peculiar 
concern,  the  maintenance  of  quantitative  productiveness. 

When  profits  are  high,  the  qualitative  productiveness  of 
labour  exercises  an  effect  upon  the  remuneration  of  labour 
to  the  extent  of  absorbing  spare  labour  in  the  market,  and 
giving  wages  an  upward  tendency  ;  but  the  effect  does  not 
bear  any  constant  ratio  to  the  advance  on  profits,  a  great 
part  of  the  competition  being  absorbed  by  the  elasticity  of 
the  supply  of  labour.*  When  profits  are  low,  productiveness 
affects  labour  more  closely.  The  employer  always  en- 
deavours to  retain  a  margin  for  profit,  and  will  arrest  pro- 
duction as  soon  as  possible  when  he  fails  to  do  so ; 
consequently  if  productiveness  depended  upon  quantity 
alone,  the  labourer  would,  from  the  constant  recurrence 
of  alternate  epochs  of  high  and  low  profits,  have  a 
direct  interest  on  maintaining  quantitative  productive- 
ness as  the  measure  of  at  least  the  lowest  point  of 
his  remuneration.  But  though  the  labourer  might  easily 
determine  a  minimum  quantity  for  his  day's  work,  he  cannot 
determine  a  minimum  value ;  and  it  does  not  escape  his 
observation  that  quantity  has  of  itself  an  adverse  effect  upon 
value.  Quantity  of  production  enriches  the  purchaser,  and 
is  consequently  favourable  to  the  general  interest  of  the 
community ;  but  quality,  that  is  value,  is  the  only  thing  that 
concerns  the  particular  producer,  whether  by  that  term  we 
understand  the  labourer  or  the  adventurer. 

*  This  would  be  much  more  the  case  were  there  no  legal  restrictions  on  the 
duration  of  labour. 
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ON  THE  DEFECTS  OF  THE  INDUSTRIAL  ORGANIZATION 
WHICH  TEND  TO  DEPRESS  THE  CONDITION  OF  THE 
DIRECT  LABOURER. 

'TPHE  power  of  restricting  production  for  the  purpose  of 
-*•       maintaining  value  rests  primarily  with  the  adventurer  ; 
but   it   has   been   shown   that   owing  to  the  competition  of 
producers,  it  is  very  inadequately  exercised  by  him  ;  and  that 
the   whole   interests   of  industry,    and    especially    those    of 
labourers,  suffer  from  the  neglect.     The  present  organization 
of  labour  affords  no  check   upon   this  initiative  of  the  ad- 
venturer,   except   what    comes   from   the    action   of    trades 
unions.     How  that  effects  it  shall  presently  be  considered ; 
but  meantime  it  is  to  be  observed  that  the  possession  of  this 
uncontrolled   initiative  gives  to  the   mercantile    adventurer 
the  sole  control  of  consumption  ;  which  he  uses   uniformly 
for  the   purpose  of  stimulating  it,  and  the  direct  effects  of 
this  stimulated  consumption  are  to  labourers  an  increase  of 
labour  and  a  depression  of  remuneration.     It  is  thus  apparent 
that  this  uncontrolled  consumption  is  one  of  the  defects  of 
the    organization     of    labour     which     press    heavily    upon 
labourers.      The   present   organization   of    labour  gives  the 
labourer  no  control  over  the  consumption  of  the  community 
for  which  he  provides.      I  believe  that  this  is  not  a  necessar}' 
consequence  of  the  fundamental  laws   of  industry ;  but  is 
the  result  of  a  neglect  of  these  laws.     I  believe  that  these 
laws  give  to  the   labourer,   and  specially  to  the   producing 
labourer,  a  control  over  consumption  ;  but  on  one  condition, 
that  he  exercises  it  first  on  his  own. 

This  leads  directly  to  the  consideration  of  another  defect 
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of  the  organization  of  industry,  which  seriously  affects  the 
condition  of  the  labourer.  There  is  under  that  organization 
no  adequate  motive  on  the  part  of  the  labourer  to  control 
his  own  consumption.  I  have  already  routed  the  notion 
that  the  labourer's  savings,  or  those  of  any  one  else  but 
the  capitalist  or  adventurer  whose  concern  it  is,  are  necessary 
to  the  maintenance  of  production.  I  have  shown  also  that 
those  who  save  when  they  are  not  wanted  to  save,  add  to 
a  fund  of  artificial  capital  which  is  already  redundant ;  and 
which  pays  its  claimants  badly,  because  it  is  depreciated  in 
value  from  excess  in  amount.  These  considerations  do 
not  necessarily  interfere  with  any  proper  motive  for  saving, 
the  motive,  for  example,  of  providing  for  one's  own  future 
wants ;  but  only  dispel  the  illusion  of  adventitious  motives 
which  have  erroneously  been  added  to  the  real,  by  the  hypo- 
thesis that  in  thus  serving  one's  own  interest  he  is  conferring 
a  benefit  on  society,  and  performing  a  function  necessary  to 
the  prosperity  of  industry. 

We  have  now  to  do  with  the  personal  motives  for  saving,  or 
to  use  a  more  comprehensive  term,  for  control  of  consump- 
tion ;  and  it  is  in  regard  to  these  that  I  say  that  under 
the  present  organization  of  industry  they  are  in  the  case  of 
labouring  classes  inadequate.  This  proposition  will  no  doubt 
be  as  offensive  to  a  philanthropic  class  of  advisers  of  work- 
ing men  as  a  defence  of  trades  unions  is  to  the  advocates  of 
unrestricted  competition  ;  and  the  scandal  will  be  the  greater 
as  many  who  do  not  profess  to  be  systematic  economists 
hold  themselves  competent  judges  on  this  point.  What, 
in  fact,  is  more  common  than  to  impress  on  the  working 
classes  the  great  benefits  of  parsimony.  Here  moralist 
and  economist  meet  upon  a  common  ground ;  and  no  doubt 
is  ever  entertained  by  them  of  the  cogency  of  the  reasons 
they  advance  in  favour  of  the  virtue  they  commend.  For 
my  part,  I  am  unable  to  accept  mere  parsimony  as  a 
virtue  at  all.  The  weakness  of  mere  hoarding  as  a  check 
upon   consumption   has    already  been    shown ;    but    in   the 
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meantime  the  question  is  what  are  the  inducements  to 
the  exercise  of  this,  the  only  form  of  control  of  consump- 
tion inculcated  on  the  working  classes  by  the  prevailing 
schools  of  economists  and  moralists  ?  These  inducements 
are  necessarily  derived  from  the  nature  and  objects  of  the 
practice  inculcated.  Now  the  motives  for  hoarding  may  be 
divided,  as  already  said,  into  two  classes  ;  those  which  spring 
from  ambition,  and  those  which  are  derived  from  prudence. 
Ambition  does  not  save  merely  for  future  use,  but  for  future 
gain.  Its  aim  is  the  increase  of  the  fund  reserved,  with  a 
view  to  increased  future  consumption,  or  to  increased  power. 
When  the  hope  of  gain  is  enfeebled  or  lost,  this  motive  is 
weakened  or  destroyed.  Prudence  saves  independently  of 
the  hope  of  gain,  for  the  mere  maintenance  of  future  con- 
sumption ;  and  in  order  to  avert  accidents  it  will  continue  to 
save  in  this  way,  even  when  the  hoarding  from  ambitious 
motives  is  more  than  sufficient  to  provide  for  reproduction ; 
and  when  further  hoarding  instead  of  promoting  increase,  is 
only  liable  to  deterioration.  It  contemplates  various  con- 
tingencies to  which  the  individual  or  the  community  may 
be  subjected,  and  it  proposes  to  make  provision  for  these  by 
an  accumulation  of  means.  To  the  value  of  such  a  provision 
we  shall  again  revert,  meantime  I  leave  it  uncriticised. 

The  advice  tendered  to  the  working  classes  in  support 
of  parsimony  is  generally  and  justly  directed  to  the  latter 
of  these  two  classes  of  motives.  Old  age,  sickness,  growing 
domestic  responsibilities,  are  urged  in  favour  of  saving.  As 
to  the  intrinsic  weight  of  these  considerations  as  motives  to 
economy  nothing  need  here  be  said.  But  what  I  have  to 
ask  is,  to  whom  do  these  motives  appeal  ?  To  those  who  are 
already  predisposed  to  parsimony.  The  maxims  of  prudence 
appeal  to  the  feeble  and  the  timid.  This  is  specially  the  case 
with  the  two  first  named  motives.  Who  is  there  who  in  a 
youth  with  unimagined  possibilities  before  him,  proposes  to 
make  provision  for  his  old  age  by  hoarding  his  present 
narrow  means,  or  whose  sickly  imagination  compels  him  in 
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buoyant  health  to  lay  up  for  the  contingency  of  a  fever?* 
Let  us  assume  that  such   instances  of  prudence  are  com- 
mendable, yet  in  spite  of  preaching  they  are,  and  always  will 
be  comparatively  rare.     The  responsibilities  of  marriage  afford 
a  much  stronger  motive  for  hoarding  than  the  uncertain  con- 
tingencies of  protracted  sickness  or  helpless  age.     It  is  the 
duty  of  every  man  before  taking  these  responsibilities  upon 
him  to  make  some  provision  for  them  ;   and  to  some  extent 
this  provision  must  take  the  form  of  hoarding  ;  but  how  far 
it  should  do  so,  and  how  far  this  form  of  providing  for  future 
contingencies  may  be  available  or    advantageous  after  mar- 
riage are  questions  of  detail  which  can  only  be  determined 
by  particular   circumstances.     In   the   case  of  the   working 
classes  generally,  it  is  clear  that  the  main   provision   must 
always  be  of  another  kind.     It  should  consist  of  the  earnings 
of  the  responsible  partner.     The  proof  of  this  is  plain.     If  a 
man's  current  earnings  are  not  sufficient  to  enable  him  to 
meet  the  current  responsibilities  of  married  life,  no  previous 
hoarding  out  of  these  inadequate  earnings  will  enable  him  to 
meet  them.     It  is  conceivable,  indeed,  that  by  long  protracted 
hoarding  means  enough  might  be  accumulated  to  enable  a  man 
to  marry  even  with  a  still  inadequate  income  ;  but  cases  of  such 
a  mode  of  adjustment  are  of  too  rare  occurrence  to  be  worth 
reckoning  in  estimating  general  results.     As  the  adequacy  of 
the  income  must  be  the  chief  ground  of  reliance  at  first,  so  it 
will  commonly  be  found  to  be  afterwards.     It  is  only  when 
the  income  is  more  than   adequate  for  current  wants,  that 
saving  can  be  made  for  foture  contingencies  without  sacrifice 
of  more  immediate  and  pressing  claims  ;  unless  therefore  a 
margin  for  saving  is  made  a  matter  of  pre-calculation,  which, 
when  there  is  any  hope  of  expansion  of  income,  it  rarely  will 
be,  the  elasticity  of  income  will  form  the  main  ground  of  reli- 
ance for  future  wants,  as  its  actual  sufficiency  does  for  present 
wants.      Those  who  can  be  persuaded  by  mere  considerations 

*  I  do  not  say  that  theoretically  such  obligations  may  not  be  admitted  ;  but  the 
question  is,  What  is  their  pmctical  force  ? 
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of  individual  prudence  to  defer  marriage  long  enough  to  put 
themselves  in  a  more  favourable  position  than  this  will  always 
be  in  the  minority,  as  long  at  least  as  the  average  position  of 
labourers  affords  so  few  and  feeble  chances  of  rapid  improve- 
ment of  their  financial  position.  The  chances  of  hoarding,  con- 
sequently, are  not  much  better  among  the  married  than  among 
the  unmarried  section  of  labourers.  With  them  also  it  will 
to  a  great  extent  be  a  question  of  disposition  or  temperament 
The  timid  and  prudent  will  provide  for  the  future  by  hoard- 
ing ;  the  sanguine  and  ambitious  will  contemn  such  a  provi- 
sion for  the  future  as  their  feeble  means  of  hoarding  affords 
in  itself.  If  hoarding  afforded  them  an  efficacious  means  of 
materially  improving  their  prospects  they  might  resort  to  it  : 
as  it  does  not,  they  will  neglect  it  altogether,  and  trust  to  the 
chances  of  improved  skill,  to  time,  or  to  fortune,  to  better 
their  condition. 

What  then  are  the  prospects  which  hoarding  holds  out  to 
the  ambition  of  the  labouring  classes  ?  Evidently  of  the 
bleakest  kind.  That  parsimony  may  occasionally  assist  a 
working  man  to  rise  out  of  his  class  must  of  course  be 
granted.  But  such  cases  must  always  be  rare,  and  can  only 
happen  through  exceptionally  favourable  circumstances.  But 
extreme  and  exceptional  cases  can  never  become  a  rule  for 
general  conduct.  Yet  there  is  a  class  of  utilitarian  moralists 
who  are  always  holding  up  not  to  the  labouring  classes  alone, 
but  to  the  young  of  every  class,  such  exceptional  examples 
as  the  model  for  general  imitation.  Such  moralists  do  not 
fail  to  make  individual  proselytes  (of  the  kind  stated  to  be 
made  by  the  Pharisees  of  old)  but  they  never  convert  classes ; 
and  neither  by  their  success  nor  their  failure  do  they  ever 
benefit  society.  To  the  mass  of  working  men  hoarding  holds 
out  absolutely  no  prospect  for  ambition  whatsoever.  Their 
feeble  savings,  as  capital,  are  wholly  insignificant ;  and  the 
gains  which  can  accrue  from  any  investment  of  them  are 
more  insignificant  still.  This  becomes  more  hopelessly  the 
case  as  the  circle  of  production  and  of  the  other  industrial 


CHAP.  IV.]  ON    THE  DIRECT  LABOURER.  427 

processes  enlarges,  and  the  ratio  of  profit  to  capital  and  the 
remunerativeness  of  small  transactions  diminishes.  I  do 
not  for  the  present  take  into  account  the  effects  of  the 
actual  policy  of  trades  unions,  or  of  other  schemes,  tried 
or  untried,  which  have  been  proposed  for  raising  the  con- 
dition of  the  labouring  classes  ;  but  only  the  results  of 
individual  effort,  my  object  at  present  being  to  expound 
the  difficulties  with  which  any  schemes  of  amelioration  have 
to  cope.  It  appears,  then,  that  the  labouring  classes,  taken 
in  their  isolated  condition,  at  all  events,  suffer  from  a  lack 
of  objects  of  ambition  ;  and  that  while  the  classes  charged 
with  conducting  the  adventures  of  industry  are  oppressed 
by  the  excessive  activity  of  the  spirit  of  speculation  to  which 
their  condition  exposes  them,  the  class  which  conducts  its 
processes  is  equally  oppressed  by  a  lack  of  scope  for  the 
exercise  of  this  spirit.  It  ought,  therefore,  to  be  borne  in 
mind  by  those  who  censure  the  labouring  classes  for 
extravagance,  that  of  the  two  leading  motives  to  economy,  that 
which  is  the  most  powerful,  and  the  most  universally  effective 
in  other  classes,  is  almost  entirely  wanting  in  theirs.  From 
the  double  circumstance  that  the  class  which  nominally  has  the 
control  of  consumption  is  unable  effectually  to  control  it ;  and 
that  the  labouring  classes,  who  are  most  deeply  interested  in 
its  control,  are  powerless  likewise  to  do  so,  even  in  their  own 
case,  while  the  lack  of  motive  which  renders  them  powerless 
is  balanced  by  an  excess  of  motive  to  accumulation  in  the 
other  class,  it  may  reasonably  be  inferred  that  this  excess  of 
activity  in  the  motive  to  accumulation  on  one  side  and 
deficiency  on  the  other,  indicates  some  misadjustment  of 
industrial  mechanism,  and  is  due  to  the  presence  of  some- 
thing in  the  actual  organization  of  industry  that  is  not  de- 
rived from  the  fundamental  laws  of  industry.  That  the 
existence  of  such  a  misadjustment  is  possible  does  not 
admit  of  reasonable  doubt.  The  actual  condition  of  industrial 
organization  among  ourselves  and  similarly  circumstanced 
civilized   communities  is  a  development.     It   is   a    develop- 
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ment    according   to    law ;    but   the    fundamental    laws    of 
industry    are     nothing    but     the    laws    of    human    nature 
applied  to  the  laws   of  material  nature.     The   human   laws 
have    been    applied    according    to   the    ends   aimed   at   by 
individuals,   classes   and   communities.     But   human   beings 
are    not    governed    by   fixed    and   immutable   laws.      They 
are  possessed  of  intelligence,  and  are  capable  within  certain 
limits  of  changing  their  aims.     With  a  change  of  aim  would 
come  a  change  of  conduct ;  and  the  operation  of  new  laws. 
But  in   order   that   this   change    should    affect    society,    it 
would    be    necessary    that   it    should   not   be   a  change   in 
individuals  only,  but  that  it  should  pervade  or  predominate 
in  an  entire  class.     The  irregularities  of  individuals  disturb, 
but  do  not  alter,  the  general  laws  by  which  the  conduct  of 
society  is  governed  ;  but  if  a  class  has  power  to  take  up  a 
new  position,  and  is  persuaded  of  the   advantage  of  doing 
so,  its  change  of  attitude  will  effect  a  change  in  the  attitude 
of  other  classes,  and  in  the  whole  results  of  their  combined 
action.      This   is   illustrated   by   every  step   that  has  taken 
place   in   the   development   of   the   industrial   organization  ; 
without  this   power  of  movement,  and  of  progress,  on  the 
part  of  particular  classes,  there  would  have  been  no  develop- 
ment ;  and  unless  this  power  is  at  an  end,  which  has  yet  to 
be  proved,  there  may  be  further  development,  by  means  of 
further  alterations  of  relative  position. 
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CHAPTER    I. 

ON   THE  EFFECTS  OF  TRADES   UNIONS  ON   THE 
CONDITION   OF  THE  LABOURER. 

WE  have  touched  on  the  main  circumstances  in  the 
organization  of  industry  which  have  an  adverse 
bearing  upon  the  interests  of  the  labouring  classes  :  the 
uncontrolled  growth  of  consumption  ;  the  unfavourable  ten- 
dency for  the  labourer  of  the  distribution  of  the  proceeds  of 
production  among  the  various  classes  who  contribute  to  it ; 
and  the  deficiency  of  objects  of  enterprise  to  relieve  the  mono- 
tony of  a  life  of  barely  remunerated  toil,  and  in  particular  of 
generally  adequate  motives  to  the  exercise  of  a  sound  econo- 
mic control  over  their  own  expenditure.  We  have  next  to 
consider  the  success  which  trades  unions  have  had  in  meeting 
and  overcoming  these  disadvantages. 

It  is  impossible  to  form  a  direct  estimate  of  the  good  that 
trades  unions  have  done.  It  would  be  easier  to  approximate 
to  a  positive  valuation  of  it  if  there  were  no  legal  restrictions 
upon  the  liberty  of  industrial  competition.  But  such  restric- 
tions having,  as  already  shown,  a  decided  tendency  to  raise 
the  value  of  labour  by  affecting  the  distribution  of  the  pro- 
duce of  industry  in  a  direction  favourably  to  the  labourer,  it 
is  impossible  to  say  how   much   of  any  actual   advantage 
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achieved  under  the  double  action  of  union  and  legislative 
restriction  is  due  to  the  one  cause,  and  how  much  to  the 
other.  But  there  is  another  difficulty,  which  would  remain 
although  union  were  the  only  thing  that  interposed  a  positive 
barrier  between  the  individual  labourer  and  the  full  force  of 
an  unrestricted  competition  for  the  means  of  subsistence.  If 
ordinary  industrial  causes  were  alone  in  operation,  we  might 
assume  that  the  natural  g^ravitation  of  the  labourer  s  position 
without  union  would  be  to  the  maximum  of  permanently 
endurable  toil  with  the  minimum  of  permanently  sufficient 
means  of  maintenance ;  but  it  is  impossible  to  calculate  the 
aggregate  effects,  within  any  given  time,  of  those  interruptions 
of  this  natural  tendency  which  are  due  to  natural  and  in- 
cidental causes  ;  to  mortality,  to  the  vis  inertiae  of  social 
habits,  and  especially  to  the  accidental  modifications  of 
the  conditions  of  industry  through  a  long  series  of  labour- 
saving  contrivances.  That  which  renders  it  more  diffi- 
cult to  assign  to  these  various  causes  their  proper 
results  is  that  the  gain  of  trades  unions,  whatever  it  is,  is  not 
a  net  gain.  The  cost  of  the  policy  of  the  unions  is  heavy, 
and  there  are  no  means  of  estimating  its  amount  All  deduc- 
tions made,  however,  I  do  not  agree  with  those  who  say  that 
union  has  been  productive  of  no  benefit  to  labourers.  Their 
argument  has  no  basis  in  fact,  and  I  do  not  think  it  is  sup- 
ported by  sound  theory.  With  one  part  of  the  conclusion  of 
those  who  so  judge,  indeed,  I  am  disposed  in  great  measure 
to  agree.  Considering  the  expenses  of  trades  unions,  the 
taxes  levied  by  them,  and  the  loss  of  labour  incurred  through 
them,  I  think  it  is  not  an  improbable  supposition  that  they 
may  not  have  raised  the  aggregate  remuneration  of  the 
labourer  at  all.*  Wherein  I  think  the  labourer  has  gained 
most,  if  not  all  he  has  gained  by  them,  is  not  in  the  gross 

•The  most  recent  experience  must  be  excepted  from  this  general  statement 
Lai^e  bodies  of  labourers,  if  not  the  whole,  must  have  had  their  earnings 
considerably  raised,  in  a  great  measure  through  the  action  of  trades  unions; 
but  I  doubt  much  if  the  kind  of  action  pursued  is  calculated  to  make  the  gain 
permanent. 
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increase  of  remuneration  but  in  the  diminution  of  toil.  It  is 
clear  that  this  is  a  gain,  if  not  in  the  amount,  at  least  in  the 
rate  of  remuneration. 

It  must  be  observed,  however,  that  this  is  only  a  conjecture  ; 
and  that  we  are  without  the  means  of  accurately  substantiat- 
ing it.     The  comparison  is  not  between  the  remuneration  of 
labourers  previous  to  trades  unions  and  the  remuneration  of 
labourers  under  trades  unions,  even  if  the  net  amount  and 
relative  value  of  each  could  be  accurately  ascertained  ;  it  is 
between  the  remuneration  of  labour  now  with  trades  unions 
and  the  remuneration  of  labour  now  without  trades  unions, 
on  the  assumption  that  these  had  never  existed.     It  may  here 
also  be  observed,  as  the  observation  will  be  useful  in  future 
discussion,  that  the  proper  standard  of  remuneration  is  not 
that  which  Ricardo  lays  down,  namely  the  ratio  between  the 
profit  of  the  employer  and  the  wages  of  the  labourer.     This 
is  always  an  important  element  in  the  calculation  of  remunera- 
tion ;  but  it  is  never  more  than  an  element.     According  to 
Ricardo,  if  a  labourer  receives  at  one  time  a  given  proportion, 
say  a  tenth  of  the  whole  product  which  his  labourer  is  instru- 
mental in  producing,  and  at  another  a  smaller  proportion,  say 
a  twelfth,  his  wages  have  fallen.     In  the  contrary  case  they 
have  risen ;  and  there  is  nothing  else  that  can  properly  be 
called  a  rise  or  fall  of  wages.     But  the  actual  amount  of  his 
wages  is  of  far  more  importance  to  the  labourer  than  their 
proportion  to  the  share  of  the  employer.     If  thejtwelfth  he 
receives  latterly  gives  him  a  greater  power  of  purchasing  and 
consuming  than  the  tenth  he  received  formerly,  then  his  wages 
have  certainly  risen.     When  a  single  commodity  is  produced 
more  abundantly,  the  increased  productiveness  soon  ceases  to 
be  of  any  special   advantage  to   the   immediate   producers, 
whether  employers  or  labourers,  because  the  exchange  value 
of  the  commodity  falls  in  proportion  to  the  facility  of  produc- 
tion.    But  the  advantage  is  diffused,  not  lost.     The  producers 
retain  their  share  of  it  with  others  ;   and  when  many  commo- 
dities have  been  affected  in  a  similar  manner,  the  former 
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equilibrium  of  exchange  is  restored  between  them,  and  the 
value  of  increased  quantity  to  the  producers  becomes  palpable, 
because  they  receive  a  similar  increase  of  quantity  in  many  of 
the  other  things  for  which  they  exchange  their  production. 
Hence  in  the  matter  of  division  of  gross  proceeds  between 
employers  and  labourers,  a  fixed  proportion  does  not  repre^ 
sent  a  natural  standard  ;  and  it  is  an  error  to  say  that  wages 
have  fallen  because  such  a  proportion  has  not  been  main- 
tained. The  labourer  must  always  get  for  his  labour  the 
means  of  subsistence,  or  he  must  cease  tp  exist.     When  the 
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productiveness  of  labour  generally  is  small,  the  means  of  sub- 
sistence of  the  labourer  will  form  a  large  proportion  of  the 
gross  proceeds ;  when  the  general  productiveness  of  labour  is 
great,  it  will  form  a  comparatively  small  proportion.  Hence, 
the  tendency  of  wages  is  to  become  smaller  in  proportion  to 
the  gross  produce  of  labour  in  the  same  ratio  as  the  general 
productiveness  of  labour  increases.  If  wages  do  not  fall  in 
this  ratio  to  the  gross  produce  ;  much  more  if,  while  the  pro- 
ductiveness of  labour  increases,  they  do  not  fall  at  all  in' pro- 
portion to  the  gross  produce,  they  have  actually  risen.  The 
true  standard  of  wages  then  is  the  cost  of  the  labourer's  sub- 
sistence. If  a  labourer  is  barely  subsisted  on  a  tenth  of  the 
gross  proceeds  of  his  labour,  he  is  barely  remunerated  by  that 
proportion  ;  if  he  is  well  subsisted  by  a  twelfth  of  the  gross 
proceeds,  he  is  well  remunerated  by  a  twelfth.  In  the  former 
case  his  wages  are  low  ;  in  the  latter  they  are  high. 

Since  it  is  impossible  to  estimate  directly  the  gains  of 
trades  unions  I  have  proposed  to  measure  them  by  the 
standard  of  desirable  attainment ;  to  show  what  they  have 
failed  to  accomplish  in  remedying  the  evils  of  the  labourer's 
condition,  and  also  what  they  may  have  done  incidentally  to 
aggravate  these  evils.  From  what  has  been  said  as  to  the 
requirements  of  this  standard,  some  notion  may  already  be 
formed  of  the  amount  of  shortcoming  with  which  I  am  pre- 
pared to  charge  the  unions.  If  it  should  be  thought  that  the 
standard  is  too  high,  and  that  it  would  be  unreasonable  to 
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require  of  any  form  of  union  among  labourers  to  accomplish 
all  I  have  set  down  as  desirable,  I  have  to  reply  that  the 
standard  is  a  theoretical  one  ;  that  it  has  been  purposely 
adopted  to  show  what  remains  to  be  accomplished  in  order 
to  render  the  organization  of  industry  beneficial  to  society 
in^  general  and  to  the  working  classes  in  particular  ;  that 
union  among  labourers  in  the  existing  form  of  trades  unions 
has  no  other  object  than  the  improvement  of  the  industrial 
relations  of  the  working  classes,  and  is  the  instrument  chosen 
for  that  end  by  these  classes  themselves  ;  it  is  therefore 
reasonable  to  hold  it  responsible  for  all  needed  improve- 
ments of  these  relations  ;  and  finally  that  the  practicability 
of  the  reforms  I  have  proposed,  and  the  suitability  of  union 
as  a  means  of  accomplishing  them,  have  yet  to  be  ex- 
amined ;  the  same  standard  being  reserved  for  the  scheme 
I  purpose  to  recommend  as  for  those  with  which  I  have  to 
compare  it. 

The  excesses  and  shortcomings  of  trades  unions  have,  as 
has  already  been  said,  often  been  pointed  out.  I  shall 
therefore  be  enabled  to  be  more  brief  in  my  summary  of 
them  ;  but  I  shall  not  omit  it  altogether,  for  as  has  also 
been  observed,  they  have  most  commonly  been  pointed  out 
from  a  hostile  point  of  view,  and  hostility  is  blinding,  and 
often  prevents  the  very  evils  it  would  exaggerate  from  being 
clearly  seen.  Besides  an  opponent  has  often  to  preserve  an 
air  of  impartiality  by  making  concessions  which  he  does  not 
feel  to  be  strictly  due.  I  am  not  an  enemy  of  trades  unions  ; 
and  I  am  neither  disposed  to  exaggerate  their  faults,  nor  to 
concede  to  them  virtues  which  they  do  not  possess. 

In  the  examination  of  the  actual  working  of  trades  unions 
I  shall  not  follow  the  order  I  have  adopted  in  stating  the 
objects  of  the  examination.  I  shall  not  endeavour  formally 
to  separate  defects  in  remedial  efficacy  from  the  actual  pro- 
duction of  injurious  results  ;  both  of  these  will  come  out 
clearly  in  the  examination,  but  a  different  method  will  better 
serve  the  purposes  of  exposition.     A  preliminary  glance  may 
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be  taken  at  the  former,  however,  viewed  in  the  light  of  the 
standard  I  have  proposed. 

Whatever  effect   trades  unions   may  have  had   upon   the 
course  of  production,  it  is  manifest  they  have  not  established 
an  economical  control  over  it.     The  account  I  have  given 
of  the   general   tendency  of  competitive   industry  to  over- 
production, and  of  its  aggressive  action  upon  consumption,  is 
an  account  of  what    happens  under  the  action    of  trades 
unions.     How  much  worse  the  state  of  things  might  have 
been  without  the  operation  of  the  unions,  I  shall  not  attempt 
to  say.     In   regard   to   the   direct   control   of  consumption 
among  the   labouring   classes,   it   is   also    evident    that  the 
unions    have    not    remedied   the   defects  •  of  the   labourers' 
position  which  I  have  pointed  out      The  motives  to  saving 
are  still  much  inferior  in  force  and  efficacy  among  the  labour- 
ing classes  to  what  they  are  among  those  whose  means  and 
earnings  are  more  abundant.     As  long  as  this  is  so,  a  strict 
economy  of  consumption  throughout  society  cannot   be  ex- 
pected ;  for  as  I  have  already  indicated,  and  as  will  subse- 
quently be  more  fully  shown,  the  economy  of  these  classes  is 
valuable  not  only  for  its  own  sake,  but  as  the  only  instrument 
which  can  effectually  control  the  waste  of  expenditure  not  only 
in  the  consumption  of  other  classes,  but  in  the  processes  of 
industry  themselves.     By  economy  of  consumption  I   mean 
something    different    from    the     narrow    parsimony    which 
grudges    all    enjoyment    of    material    commodities    out    of 
sordid   apprehensions  for  the  future.      It   is  the   measure- 
ment of  expenditure  by  its  cost  in  labour ;  the  retrenchment 
of  the  expenditure  which  does  not  contribute  to  enjoyment 
in  an  adequate  ratio  to  the  real  cost  of  acquisition,  and  not 
the   parsimony  which    is    for  ever   grudging  present  enjoy- 
ment as  an  encroachment  on  some  meaningless  hoard,  that 
is  alone  worthy  of  the  name.     Whatever  proceeds  in  this 
direction  is  true  economy ;  whatever  proceeds  in  the  other, 
although  it  may  bear  the  name  of  parsimony,  has  no  more 
relation  to  economy  than  prodigaHty  has.     It  is  merely  the 
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habit  of  the  miser,  a  more  unreasonable,  as  well  as  a  more 
grovelling  man  than  the  spendthrift.  The  retrenchment  of 
enjoyment  under  the  constraint  of  necessity  is  of  course 
proper  and  reasonable :  but  it  is  simply  honesty ;  it  is  not 
in  a  scientific  sense  economy,  and  great  mischief  is  done  by 
confounding  the  one  with  the  other. 

It  is  obvious  that  one  thing  that  immediately  concerns 
labourers  is  to  give  a  direction  favourable  to  their  own 
interests  to  the  division  of  the  proceeds  of  industry  between 
them  and  their  employers.  It  may  be  questioned  whether 
this  object  is  best  promoted  by  direct  efforts,  made  with  an 
immediate  view  to  it,  or  by  indirect  means  ;  but  it  cannot 
be  doubted  that  any  effort  made  to  improve  the  industrial 
position  of  the  labouring  classes  must  be  fruitless  if  it  pro- 
duces no  effect  in  this  direction.  Of  what  service  will  it  be 
to  the  labourer  to  economize  labour,  or  increase  its  pro- 
ductiveness,  if  the  employer  absorbs  the  whole  fruit  of  the 
improvement,  and  leaves  the  labourer  as  much  toil  and  as 
little  remuneration  as  before  ?  Accordingly,  it  is  to  this 
point  that  the  policy  of  trades  unions  is  directed  ;  and  with- 
out losing  sight  of  a  higher  standard,  it  is  by  its  success  in 
this  particular  that  we  must  specially  try  it. 

Trades  unions  aim  generally  at  two  things,  reduction  in 
the  amount  or  duration  of  labour,  and  increase  in  its 
remuneration  ;  but  as  a  mere  shortening  of  the  duration 
of  labour  irrespective  of  remuneration  is  never  their  aim, 
but  always  a  certain  shortening  of  labour  conditioned  by  a 
certain  maintenance  of  remuneration,  it  is  obvious  that  these 
two  things  are  substantially  one,  and  that  what  is  implied  in 
both  is  a  raising  of  the  rate  of  remuneration. 

There  are  certain  disadvantages  entailed  in  making  this  the 
direct  aim  of  a  union  policy,  which  we  have  now  to  consider. 
The  first  and  principal  of  these  is  that  a  policy  founded  upon 
this  principle  of  action  is  and  always  must  be  a  policy  of 
aggression ;  and  war  of  any  kind,  but  especially  aggressive 
war,  is  and  always  must  be  an  evil.     Aggression  may  at  times 
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be  justified  ;  but  a  normal  state  of  aggression  cannot  be  con- 
sidered a  final  and  satisfactory  condition  for  any  section  of 
society,  and  especially  for  a  great  and  preponderating  class  of 
a  community,  to  occupy  in  r^ard  to  its  class  interests.  The 
interests  of  industry  seem  especially  to  require  peace,  har- 
mony and  confidential  cooperation.  These  are  necessary 
among  those  engaged  in  a  common  enterprise,  to  make  the 
attainment  of  the  most  beneficial  results  possible.  It  would 
seem  also  that  the  line  may  be  clearly  drawn  by  which  the 
circumstances  which  theoretically  justify  aggression  on  behalf 
of  class  interests,  whether  in  industrial  or  in  other  social 
relations,  may  be  distinguished.  When  any  class  or  party  is 
deprived  of  its  natural  rights  and  freedom  of  action,  an  aggres- 
sive movement  is  justifiable  to  restore  them  ;  but  when  these 
rights  are  fully  recognized,  the  purposes  of  aggression  would 
seem  to  be  satisfied,  and  the  continuance  of  hostilities  to  be 
without  a  legitimate  object  If  this  is  so,  the  policy  of  trades 
unions  stands  condemned  in  theory;  for  it  is  interests  and 
not  rights  that  it  is  used  to  promote,  and  the  necessity 
for  promoting  these  interests  is  normal  and  permanent ; 
so  that  if  aggression  is  the  proper  means  of  promoting  them, 
it  must  be  normal  and  permanent  also. 

This  theoretical  condemnation  is  further  confirmed  and 
strengthened  when  we  examine  the  circumstances  of  the 
parties  in  the  contest,  and  the  means  by  which  the  aggressive 
warfare  is  carried  on.  The  principal  weapon  of  aggression 
employed  by  trades  unions  is  the  strike.  Upon  the  use  of 
this  instrument  the  whole  value  of  their  policy  depends.  I 
do  not  agree  with  those  who  argue  that  the  working  classes 
ought  to  sacrifice  their  particular  interests  either  to  the 
interests  of  employers,  or  to  the  joint  interests  of  employers 
and  labourers,  or  even  to  the  interests  of  society ;  but  what 
we  have  now  to  inquire  into  is  the  efficacy  of  this  policy  as  a 
means  of  promoting  the  interests  of  labourers  themselves. 
Now  the  strike  as  an  instrument  of  aggression  is  weak,  and 
the  ground  on  which  a  war  of  aggression  waged  by  labourers 
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against  employers  must  be  carried  on  is  disadvantageous  to 
the  former.  In  a  strike  the  labourers  challenge  their  em- 
ployers to  a  trial  of  material  strength  d,  outrance.  On  an  a 
priori  view  of  the  circumstances  of  the  parties  it  would  seem 
as  if  this  were  the  worst  ground  for  a  contest  that  could  be 
chosen  by  the  challengers.  Material  means  is  precisely  that 
in  which  labourers  are  weak  and  employers  are  strong.  This 
is  the  essential  and  abiding  difference  between  the  classes. 
Whatever  may  be  the  case  with  individuals,  labourers  as  a 
class  must  always  be  the  class  of  the  community  least  pro- 
vided with  material  means.  It  is  this  pauqity  of  provision 
that  keeps  them  in  the  class  of  labourers.  Employers  of 
labour,  on  the  other  hand,  must  be  relatively  strong,  either  in 
the  possession  or  the  command  of  means.  Moreover,  when  a 
dispute  is  decided  on  the  ground  of  mere  preponderance  of 
material  strength,  the  reasonableness  or  unreasonableness  of 
the  claim  made  and  resisted,  has  only  a  feeble  and  indirect 
influence  on  the  result.  It  is  simply  a  question  of  force  and 
endurance.  Taken,  then,  as  a  matter  of  /?/r£^n  speculation, 
it  might  be  supposed  that  the  result  of  a  strike  would  be 
uniformly  adverse  to  the  cause  of  the  labourers.  Experience 
does  not  justify  this  assumption,  but  shows  on  the  coqfrary  a 
large  measure  of  ostensible  success  on  behalf  of  aggressive 
enterprise.  This  apparent  success  is,  however,  to  a  large 
extent  illusory ;  and  when  its  causes  are  examined  it  will  be 
found  that  heavy  deductions  have  to  be  made  from  it,  before 
any  balance  can  be  placed  to  the  credit  of  the  victors. 

One  cause  of  success  is  undoubtedly  the  greater  energy 
and  enthusiasm  of  the  aggressors.  They  who  have  most  to 
gain  or  to  lose  are  always  the  most  vigorous  and  determined 
in  the  contest.  This  is  a  force  that  is  too  often  lost  sight  of 
by  economists.  It  may  be  against  the  labourers  in  one  point 
of  view  that  they  wager  their  entire  means  of  maintenance 
against  the  mere  superfluity  of  their  employers ;  but  they 
derive  from  this  very  circumstance  a  moral  force  and  a  close- 
ness of  union,  which  could  not  otherwise  be  obtained.     Their 
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very  weakness,  too,  appeals  to  their  opponents,  and  has  both 
a  persuasive  and  an  intimidative  effect ;  it  appeals  much  more 
strongly  to  those  of  other  classes,  and  especially  of  their  own 
class,  who  are  mere  onlookers  of  the  strife,  and  often  brings 
them  both  moral  and  material  support.  This  source  of 
strength,  however,  is  not  without  its  drawbacks. 

But  more  powerful  causes  than  enthusiasm  or  sympathy 
contribute  to  the  success  of  the  aggressive  policy  of  trades 
unions.  In  order  that  the  material  superiority  of  the  em- 
ployers should  have  its  full  effect,  it  would  be  necessary  that 
the  union  on  the  one  side  should  be  as  perfect  as  that  on  the 
other.  It  is  known  that  the  union  on  the  side  of  the  labourers 
is  not  very  complete,  and  when  we  come  to  examine  the 
details  of  their  policy  we  shall  find  ample  reasons  to  account 
for  its  imperfection ;  but  that  on  the  side  of  employers  is 
much  less  perfect,  and  the  reasons  for  this  we  have  now  to 
examine.  Employers  are  not  all  capitalists,  but  only  the 
representatives  of  capitalists.  The  employer  who  borrows 
his  capital  is  in  ordinary  circumstances  more  rigidly  bound  to 
the  laws  of  competition  than  the  employer  who  owns  his. 
An  immediate  profit  is  indispensable  to  him  ;  and  if  conces- 
sions |ire  wanted  in  wages,  he  is  not  likely  to  be  the  readiest 
to  yield.  But  when  an  external  restraint  is  imposed,  as  by  a 
combination  among  labourers,  to  produce  a  forced  suspension 
of  labour,  the  position  of  the  borrowing  employer  is  materi- 
ally changed.  He  is  pressed  between  two  difficulties,  neither 
of  which  he  can  effectually  withstand.  Diminished  profits 
may  be  disastrous,  but  suspended  operations  will  probably  be 
ruinous  to  him  ;  and  after  a  hesitation  and  show  of  resistance 
greater  or  less  according  to  the  exigence  of  his  circumstances, 
he  will  probably  stave  off  the  nearer  danger  by  accepting  the 
more  remote. 

The  necessity  of  resisting  a  strike  will  no  doubt  count  for 
something  in  the  way  of  extension  of  credit  with  any  one 
with  whom  the  employer's  credit  is  already  established  ;  but 
extension  of  credit  with  suspended  operations  means  addi- 
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tional  expense ;  this  no  one  will  relieve  the  employer  from, 
and  it  will  soon  tell  upon  his  credit  itself.  In  order  to 
equalize  the  union  of  the  employers  with  that  of  the  labourers, 
it  would  be  necessary  for  the  stronger  employers,  like  the 
stronger  labourers,  to  subsidize  the  weaker  ;  but  this  is,  and 
always  will  be  impossible ;  not  only  because  the  greater  inter- 
ests involved  make  the  sacrifice  too  heavy  for  the  stronger 
employers  to  make,  but  because  the  receiving  of  subsidies 
would  ruinously  compromise  the  credit  on  which  the  weaker 
employers  depend. 

The  weakness  of  a  section  of  their  employers  has  so  far 
a  beneficial  effect  for  labourers.  It  is  quite  natural  that  em- 
ployers should  never  be  over  ready  to  see  the  reasonableness 
of  a  demand  for  higher  wages  ;  and  it  is  quite  possible,  as  has 
already  been  shown,  that  such  a  demand  may  be  made  in 
circumstances  in  which  it  may  be  complied  with  without  any 
injury  to  the  interest  of  reproduction,  which  it  is  the  special 
function  of  employers  to  guard,  and  yet  may  be  refused. 
Mercantile  adventurers  are  never  in  the  habit  of  placing 
voluntary  limits  to  their  own  profits ;  and  the  measure  of 
resistance  to  such  a  demand  would  in  most  cases  depend  on 
the  probability  of  the  success  of  resistance.  A  sense  of  weak- 
ness  in  their  own  ranks  is,  accordingly,  calculated  to  make 
even  the  stronger  employers  receive  such  a  demand  with 
much  more  consideration  than  they  would  otherwise  do.  If 
resistance  has  begun,  it  comes  powerfully  in  aid  of  those 
motives  of  compassion  and  benevolence  which  prompt  to  con- 
cession or  compromise ;  and  if  resistance  has  once  proved 
unsuccessful,  it  fortifies  the  prudential  considerations  which 
contribute  to  recommend  concession  or  compromise  in  place 
of  resistance. 

When  the  concessions  thus  made  are  made  to  demands 
reasonable  in  themselves,  that  is  to  say,  which  can  be  com- 
plied  with  without  sacrifice  of  the  representative  interests  of 
employers  as  the  guardians  of  reproduction,  here  is  a  posi- 
tive gain ;  and  no  necessary  reaction  is  to  be  apprehended. 
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But  the  drawback  to  this  gain  is  that  it  is  not  conceded  to 
justice,  but  extorted  by  force  ;  and  that  the  same  force  which 
extorts  reasonable  concessions  is  likewise  capable  of  extorting 
unreasonable  ones.  Concessions  have  no  tendency  to  remove 
the  weakness  in  the  ranks  of  employers  which  occasions  the 
making  of  them,  and  they  have  a  great  tendeney  to  encourage 
labourers  in  a  course  of  aggression,  and  to  increase  their  de- 
mands. It  would  be  natural,  indeed,  that  employers  should  be 
more  disposed  to  yield  when  concession  was  reasonable,  and 
more  disposed  to  resist  when  it  involved  undue  sacrifice  ;  but 
it  happens  unfortunately  that  though  in  the  former  case  the 
interest  of  employers  to  avoid  strikes  is  greatest,  their  power 
to  resist  them  is  greatest  also  ;  and  though  in  the  latter  they 
have  the  greatest  interest  to  resist,  the  power  of  resistance, 
from  the  weakness  of  some  of  their  number,  is  likely  to  be 
most  compromised.  The  practical  result,  therefore,  is  that 
instead  of  yielding  or  resisting  when  they  ought,  employers 
yield  when  they  must  and  resist  when  they  may.  There  is 
thus  nothing  in  this  mode  of  asserting  the  claims  of  labourers 
to  secure  the  putting  forth  of  these  claims  at  the  time  and  in 
the  manner  calculated  to  gain  what  the  common  interests 
of  industry  make  it  safe  to  concede.  Now  while  it  is 
not  true,  as  is  urged  by  the  enemies  of  union,  that  all  con- 
cessions must  necessarily  cover  corresponding  reactions ;  it  is 
true  that  all  concessions  which  are  not  justified  by  the  cir- 
cumstances of  industry  must  do  so.  Nor  will  it  hinder  the 
reaction  from  exorbitant  concessions  made  at  one  time  that 
less  has  been  conceded  than  might  safely  have  been  demanded 
at  another  ;  for,  as  already  shown,  there  is  no  true  average  in 
such  matters.  The  extra  profit  is  not  necessarily  re-appro- 
priated to  production.  Part  of  it  at  least  is  almost  sure  to  go 
to  increase  the  consumption  of  the  adventurers  or  their  de- 
pendants. Concessions  made  at  the  wrong  time  must  thus 
ordinarily  be  repaid,  wliether  concessions  have  been  made  at 
the  right  time  or  not ;  while  there  is  no  fund  out  of  which  the 
cost  of  the  struggles  to  extort  them  can  be  replaced. 
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But  undue  concessions,  and  repeated  or  protracted  conflicts, 
have  one  common  tendency,  to  destroy  the  class  of  weak  em- 
ployers on  the  existence  of  which  the  comparative  strength 
of  the  labourers'  union  depends.  They  would  do  so 
effectually,  if  the  conditions  of  competitive  industry  did  not 
provide  for  the  constant  renewal  of  this  class.  But  its 
destruction  and  renewal  involves  a  heavy  sacrifice  of  capital, 
that  is  to  say  the  destruction  or  misappropriation  in  large 
quantities  of  the  means,  appliances  and  products  of  in- 
dustry ;  and  is  thus  a  heavy  charge  upon  the  common 
resources  of  industry,  of  which  the  labourers  must  bear  their 
share.  When  the  policy  of  the  labourers  leads  to  such 
results  it  is  not  therefore  the  net  amount  of  their  ill-timed 
gains ;  but  a  heavy  additional  charge  upon  them  which  they 
are  required  to  repay.* 

Whether,  indeed,  the  protracted  duration  of  a  policy  of 
aggression  would  ultimately  prevail  over  the  tendency  of 
competition  to  renew  the  class  of  borrowing  adventurers,  or 
whether  this  class  would  be  renewed  as  rapidly  as  the 
ordinary  accidents  of  competition,  together  with  the  destruc- 
tive effect  of  an  aggressive  policy,  reduced  it,  the  result  would 
be  alike  adverse  to  the  interests  of  labourers.  In  the  former 
case  they  would  be  brought  face  to  face  with  the  real 
capitalists,  from  whom  neither  weakness  nor  compromise 
could  be  expected.  The  result  would  be  their  inevitable 
and  final  defeat  ;  final,  that  is  to  say,  till  the  repose 
following  on  the  victory  of  employers  gave  the  opportunity 
for  a  new  class  of  speculative!  producers  to  spring  up.  Until 
then  they  would  be  as  much  at  the  mercy  of  employers  as  if 

*  It  must  be  admitted,  however,  that  this  theoretical  consideration  is  conditioned 
by  the  ability  to  repay.  If  there  is  no  alternative  but  trades  unionism  and  un* 
limited  competition  ;  and  if  the  latter  leaves  the  labourer  nothing  but  maintenance, 
he  can  only  repay  the  gains  of  an  indiscreet  union  policy  by  ceasing  to  be  main- 
tained, that  is  to  say  by  disorganization  of  industry  and  starvation  of  labourers. 

i*  Producers  without  means  are  not  the  only  speculative  producers  nor  do  they 
belong  exclusively  to  this  class ;  but  they  may  be  called  so  generally,  as  their 
existence  is  one  of  the  main  causes  of  the  pushing  of  production  to  speculative 
extremes. 
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no  union  existed  ;  and  when  this  occurred  the  war  would  be 
begun  again  with  the  same  result  as  before.  On  the  other 
hand,  if  the  speculative  producers  were  renewed  as  rapidly 
as  they  were  destroyed,  there  would  be  the  perpetuation  of 
all  the  evils  of  speculative  production  already  detailed,  w^ith 
the  aggravation  of  the  cost  to  both  sides  of  a  state  of 
perpetual  warfare,  or  at  best  an  armed  peace  in  the  intervals 
of  repose.  It  is  probably  not  possible  that  either  of  these 
results  can  ever  be  produced  to  its  full  extent.  The  natural 
course  of  affairs  appears  rather  to  be  an  oscillation  between 
the  two  extremes ;  at  one  time  a  destruction  of  weaker 
competitors,  strengthening  the  hands  of  employers  and  giving 
them  a  prevailing  ascendancy  over  the  labourers  ;  at  another 
in  increase  of  the  number  of  speculative  competitors,  placing 
them  comparatively  at  the  mercy  of  the  labourers.  The  one 
thing  that  is  wanting  in  the  entire  prospect  of  this  scheme 
of  adjustment  of  the  rival  interests,  is  the  appearance  of  any 
point  of  repose  ;  the  possibility  of  any  exact  and  economical 
adjustment  of  differences. 

It  may  be  urged  in  extenuation  of  these  circumstances 
indicative  of  the  weakness  of  the  strike  as  an  instrument 
of  aggression,  that  the  disadvantages  attending  this  mode 
of  contention  may  be  diminished,  if  not  removed,  by  the 
moderation  and  judgment  of.  the  labourers  in  using  it  An 
economist  has  pronounced  the  eulogy  of  the  labourers  in 
these  respects ;  and  in  so  doing  has  shown  his  own  want 
of  knowledge  or  judgment  of  the  question  at  issue.  There 
is,  here,  no  question  of  the  moderation  of  labourers.  Their 
moderation  stands  exactly  on  a  par  with  that  of  employers. 
What  they  want,  and  what  it  is  reasonable  they  should  want, 
is  as  much  as  they  can  get ;  and  with  such  an  instrument  as 
the  strike  in  their  hands,  they  will  use  it  whenever  they  see 
a  prospect  of  doing  so  to  their  immediate  advantage,  with- 
out much  consideration  for  ulterior  consequences  ;  which  they 
will  naturally  deem  it  time  enough  to  consider  when  success 
begins  to  fail.     The  question  is  not  one  of  moderation,  but 
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of  judgment ;  that  is  of  the  means  of  knowing  when  and 
how  to  act.  Were  it  otherwise,  it  would  already  imply 
the  condemnation  of  the  policy  of  strikes ;  for  that  can- 
not be  an  advantageous  means  of  redress,  which  must 
be  abstained  from  on  vague  and  general  principles  of 
prudence. 

What  then  are  the  means  which  labourers  have  of  judg- 
ing of  the  prudence  of  their  policy  in  undertaking  particular 
enterprises  of  aggression  ?  It  has  already  been  shown  that 
the  question  at  issue  in  strikes  is  always  the  rate  of 
remuneration  of  labour.  The  question  accordingly  is,  have 
labourers  the  means  of  judging  of  the  proper  remuneration 
of  labour  ? 

The  proper  remuneration  of  labour  is  a  question  of  great 
difficulty,  and  the  determination  of  it  involves  a  heavy  re- 
sponsibility ;  but  there  are  two  reasons  why  employers,  and 
not  labourers,  must  always  be  the  only  competent  judges 
of  this  question.  First,  the  responsibility  which  it  involves 
is  a  responsibility  which  rests  upon  employers  and  not  upon 
labourers.  Employers  and  labourers  are  both  interested 
parties  in  this  question ;  but  the  employers  are  charged  with 
a  double  interest  in  it,  the  labourers  have  only  a  single  one. 
The  former,  like  the  latter,  have  to  provide  for  their  own 
maintenance  and  that  of  their  dependants ;  but  they  have 
likewise  to  provide  for  the  reappropriation  of  the  capital 
of  industry,  and  herein  consists  the  responsibility  insepar- 
ably attached  to  the  determination  of  the  question  of  remun- 
eration. There  is  no  attainment  of  certainty  in  the  matter 
of  remuneration.  He  who  employs  labourers  always  incurs 
risk ;  and  of  this  risk  no  one,  least  of  all  the  labourers, 
will  relieve  the  employer.  To  force  upon  an  employer  a 
decision  on  such  a  question  against  his  own  judgment,  is 
thus  necessarily  to  put  him  in  a  false  position.  It  is  to 
take  from  him  the  power  to  decide,  and  leave  him  the 
responsibility  of  the  decision.  Secondly,  the  employer  is 
not  only  the  responsible,  but  the  only  skilled  and  competent 
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judge  in  this  question.  To  talk  of  the  skill  and  judgment 
displayed  by  the  leaders  of  trades  unions  in  the  councils 
in  which  they  determine  what  they  are  to  dictate  to  their 
employers  is  to  talk  nonsense.  It  is  to  commend  the  skill 
of  one  class  of  men  in  determining  the  conduct  of  another 
class,  for  which  the  former  are  not,  and  the  latter  are 
responsible. 

But  the  determination  of  the  remuneration  of  labour  is 
not  only  a  matter  of  great  responsibility,  but  of  great 
difficulty.  It  requires  special  knowledge,  and  a  skill  which 
is  the  result  of  prolonged  experience,  and  which  it  is  the 
business  of  employers,  or  their  representatives,  and  not  of 
labourers  to  acquire.  The  present  and  the  prospective 
values  of  raw  materials  and  of  machinery  or  instruments  of 
production,  the  probable  amount  of  rent  and  interest  on 
capital,  and  of  numerous  incidental  charges,  above  all  the 
prospective  value  of  the  finished  product,  with  the  chances 
of  immediate  or  remote  disposal  of  it,  and  the  expenses 
incident  on  delay,  are  among  the  constantly  varying  items 
of  information  with  which  it  is  the  daily  business  of  the 
employer  to  keep  himself  acquainted.  Even  if  he  could 
be  expected  to  throw  open  to  his  employes  the  stores  of 
his  information,  and  to  lay  bare  in  the  workshop  the  secrets 
of  the  counting-house,  he  could  not  communicate  the  skill 
and  capacity  to  use  them.  The  use  of  this  information, 
moreover,  entails  laborious  calculations,  to  make  which  the 
employer  has  commonly  to  hire  and  pay  labour,  besides 
expending  much  time  of  his  own  in  directing  inquiry  and 
bringing  together  and  applying  results.  Even  if  the  leaders 
of  trades  unions  were  the  best  and  most  skilled  of  their 
number,  instead  of  being,  as  it  is  more  natural  to  suppose 
that  an  aggressive  policy  will  make  them,  the  most 
ambitious  and  intriguing,  it  is  impossible  they  can  evor  rival 
employers  in  the  competency  of  their  decisions  upon  such 
matters.  Their  outside  position  will  never  afford  them  infor- 
mation as  accurate  and  minute,  or  impress  it  as  thoroughly 
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on  their  minds ;  nor  will  their  sense  of  responsibility  induce 
them  to  take  the  laborious  pains  necessary  to  guide  them 
in  forming  a  decision.  To  the  extent  to  which  competition 
permits  them  to  go,  of  refusing  the  offer  of  one  employer 
when  another  -  makes  a  more  advantageous  one,  labourers 
can  safely  go,  in  the  matter  of  disputing  or  influencing 
remuneration  ;  but  to  force  their  own  decisions  on  employers 
on  a  matter  in  which  the  latter  are  the  only  competent 
judges,  is  a  course  not  consistent  with  prudence  or  sound 
judgment ;  and  though  the  opinions  formed  may  often  be 
casually  right,  these  fortunate  guesses  only  serve  to  encour- 
age confidence  in  a  blind  judgment,  and  a  persistence  in 
such  a  course  is  sure  to  lead  to  great  and  disastrous 
mistakes. 

The  policy  of  strikes  entails  other  disadvantages  besides 
the  cost  and  uncertainty  of  the  contests  in  which  it  engages 
labourers  with  their  employers.  The  aggressive  attitude  of 
the  labourers  entails  the  maintenance  of  an  organization 
and  discipline  which  trench  severely  upon  the  individual 
liberty  and  interests  of  labourers.  It  is  indispensable  to  the 
success  of  the  policy  adopted  for  the  promotion  of  the 
common  interests,  that  all  needful  precautions  should  be 
taken  to  prevent  any  evasion  of  the  stipulated  terms  for 
which  such  heavy  sacrifices  are  made  ;  and  these  precautions 
amount  to  a  multitude  of  restrictions  which  make  the 
allegiance  of  the  labourer  to  the  union  little  better  than  an 
exchange  from  a  despotic,  or  oligarchic,  to  a  democratic 
tyranny  ;  and,  accordingly,  many  labourers  have  always  held 
aloof  from  the  unions,  a  circumstance  which  tends  consider- 
ably to  weaken  them  and  to  endanger  the  success  of  their 
policy.  Other  matters,  besides  wages,  which  properly  belong 
to  the  jurisdiction  of  employers,  are  made  the  subject  of  dic- 
tation by  the  unions ;  as,  for  example,  the  proportions  of 
skilled  and  unskilled  labour  which  an  employer  ought  to 
employ.  This  is  done  to  avoid  a  natural  tendency  of  the 
forcing  up  of  wages,  that  of  reducing  the  quality  of  work. 
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Accusations  are  sometimes  brought  before  the  public  against 
employers  in  this  matter  which  are  rather  amusing.  The 
object  of  the  labourers  is  not  to  protect  quality  in  the  interest 
of  the  public ;  but  to  prevent  the  frustration  of  their  policy 
by  the  temporary  supercession  of  their  labour  by  that  of  less 
skilled  labourers.  But  the  general  tendency  of  the  re- 
strictions imposed  by  labourers  is  not  favourable  either  to 
quantity  or  quality  in  production  ;  and  this  is  the  serious 
charge  against  it  The  policy  of  the  unions  naturally  tends 
to  extinguish  individual  competition  among  labourers.  This 
is  not  only  the  natural  tendency  of  the  policy  itself;  but  it 
is  actively  and  vigilantly  supplemented  by  the  disciplinary 
regulations  by  which  the  policy  is  supported,  and  by  the 
whole  esprit  de  corps  of  the  unionists.  The  explanation  of 
this  is  simple.  Excess  of  individual  competition  is  that  from 
which  labourers  have  suffered  ;  and  the  reactionary  move- 
ment, failing  to  make  nice  distinctions,  is  directed  against 
competition.  But  between  excess  of  competition  and 
absence  of  competition,  the  distance  is  very  great  ;  and 
both,  being  extremes,  are  injurious.  The  establishment  of 
an  equality  of  wages  naturally  leads  to  a  jealousy  both  of 
superior  quantity  and  quality  of  work  ;  while  it  deprives  the 
individual  labourer  of  any  strong  motive  for  excelling  in 
either.  To  deprive  the  employer  of  the  power  of  rewarding 
differences  of  strength  or  skill,  is  to  deprive  all  labourers 
of  these  advantages  who  possess  them.  But  it  has  much 
wider  effects  than  this.  The  productiveness  of  labour  is  the 
sole  source  from  which  the  remuneration  of  labour  ultimately 
comes ;  and  to  destroy  emulation  is  to  diminish  the  pro- 
ductiveness of  labour.  The  labourer  who  receives  extra 
remuneration  for  higher  work  is  not  rewarded  for  his  own 
sake  alone.  He  becomes  an  object  of  emulation  to  all  other 
labourers.  Their  efforts  are  stimulated  to  rival  his,  and  the 
general  productiveness  of  labour  is  raised.  The  work  of 
the  strong  labourer,  too,  probably  leaves  a  better  margin 
tljan   that  of  the  weaker ;  and   the  latter  is  benefited,  not 
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injured  by  the  superiority  of  his  rival.  Moreover,  skill  which 
is  superior  to  strength,  is  diffusive.  What  is  to-day  the 
special  property  of  one,  becomes  to  morrow  the  common 
property  of  all.  To  hinder  the  development  of  skill  is  thus 
to  injure  the  common  interests  of  industry. 

I  do  not  press  this  argument  farther.  If  there  are  no 
means  by  which  labourers  can  defend  their  particular  inter- 
ests except  at  the  expense  of  the  common  interests  of 
industry,  I  have  already  said  they  are  entitled  to  use  means 
which  do  trench  on  common  interests.  If  the  employer  can 
absorb  all  that  is  effected  for  the  advancement  of  the  common 
good,  leaving  the  condition  of  the  labourer  unimproved,  the 
labourer  has  no  longer  any  interest  in  the  advancement  of 
the  general  prosperity  of  industry.  It  is  not  a  common  inter- 
est to  him ;  and  he  is  entitled  to  encroach  on  it  for  his  own 
advantage  as  much  as  he  lawfully  can.  But  when  it  is 
proved  that  the  policy  of  the  labourer  is  disadvantageous  to 
the  aggregate  interests  of  industry,  there  is  room  at  least 
for  consideration.  Can  it  be,  that  there  are  no  means  of  pro- 
tecting particular,  except  at  the  expense  of  general  interests  ? 
Are  the  resources  of  nature  so  poor,  or  are  men  so  incapable 
of  finding  and  using  them,  that  no  remedy  can  be  found  for 
known  evils,  but  what  is  productive  of  evils  nearly  if  not 
quite  as  great  ?  In  the  mechanical  contrivances  so  freely 
used  to  multiply  the  productiveness  of  human  labour,  no 
difficulty  is  found  in  directing  power,  with  the  nicest  adjust- 
ment of  quantity,  to  the  point  where  it  is  wanted.  Why 
should  it  not  be  equally  possible  to  avoid  the  waste  of  power 
in  the  adjustment  of  industrial  relations,  and  to  establish 
principles  of  negotiation  which  might  at  once  be  founded  on 
equity  and  administered  in  peace  ? 


BOOK     I  I.— C  H  A  P  T  E  R     II. 

ON   ARBITRATION  AND   CO-OPERATION. 

T  T  OWEVER  great   may   be   the   disadvantages  of    the 
-■-  -■■      policy  of  strikes,  when  tried  by  a  theoretical  standard, 
it  by  no  means  follows  that  union  on  the  basis  of  this  policy 
offers  no  advantage  to  labourers  over  a  state  of  isolation  and 
unrestricted  competition.     Union  in  the  crudest   form,  and 
with  the  least  effective  and  most  costly  and  even  wasteful 
processes  and  appliances,  is  a  power  in  itself.     It  gives  the 
labourer  a  standing  which  he  could  not  have  without  it ;  and 
even  if  it  did  not,  as  it  actually  does,  affect  the  mere  quan- 
titative relation  of  supply  and  demand  of  labour,  it  would 
materially  affect  that  relation  qualitatively.     In  the  general 
exchange  of  commodities  the  principle  that  the  value  of  com- 
modities is  determined  by  supply  and  demand  always  assumes 
that  the  parties  in  the  negotiation   are  on  a  footing  of  inde- 
pendence and  equality.     The  relative  number  of  holders  of, 
and  inquirers  for  a  commodity,  is  itself  a  material  circumstance 
of  this  equality.     In  particular  transactions,  where  there  is 
not  an  equality  of  position,  the  exchange  does  not  take  place 
according  to  the  law  of  supply  and  demand  ;  but  according  to 
the  particular  circumstances  of  the  parties.     If  the  holder  of 
a  commodity  has  a  special  and  pressing  reason  for  selling  it, 
he  has  often  great  difficulty  in  getting  the  market  value  for 
it ;  as  he  is  apt  to  betray  his  eagerness  to  his  customer,  and 
he  will  often  succeed  better  by  employing  an  agent  who  has 
no  feeling  in  the  matter  than  by  transacting  his  business  him- 
self    The  isolated  labourer  is  the  weakest  and  most  timid  of 
sellers ;  for  it  is  necessarily  the  most  yielding  who  determines 
the   market.    The  trades   union  acts   as  the  agent   of  the 
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labourers,  and  puts  their  demand  qualitatively  in  the  best 
position.  The  certainty  that  it  will  be  so  put,  and  the  con- 
sequently increased  risk  of  rejecting  it,  gives  a  moral  effect 
to  the  demand  which  forms  the  real  strength  of  the  union, 
and  gains  more  concessions  than  the  direct  exercise  of  the 
aggressive  force  on  which  it  rests.  That  this  power  may  be 
abused,  and  that  its  abuse  will  recoil  on  those  who  do  abuse 
it,  no  more  destroys  the  effects  of  its  legitimate  exercise  than 
the  legitimate  exercise  of  it  prevents  the  abuse.  Separately, 
or  jointly,  they  produce  their  respective  fruits. 

We  can,  accordingly,  only  form  a  practical  estimate  of  the 
disadvantages  of  the   policy  of  strikes   when  we  have  some 
superior  policy  to  compare  with  it,  and  we  shall  again  recur 
to    it   for  the  purpose   of    comparison ;    but   we   must    first 
examine  some  remedies  which  have  been  proposed,  whether 
for  the   evils  introduced   by  strikes  or  for  the  pre-existing 
evils  in  the  organization  of  industry,  which  do  not  satisfy 
this  condition,  and  which   are  either  not  at  all  superior  to 
the  trades  union  policy  at  present  in  operation,  or  so  little 
superior,  as  to  amount  to  a  mere  modification,  and  not  to  a 
satisfactory  reformation  of  it.     The  principal  schemes  which 
it  will  be  necessary  to  notice  are,  ist,  arbitration  ;    2d,  co- 
operation ;  3rd,  re-distribution  of  property  by  action  of  law  ; 
4th,  piece-work,  and  mechanical  contrivances  for  the  adjust- 
ment of  differences  between  employers  and  labourers.     The 
first  two  may  be  regarded  as  alternative  schemes ;  the  former 
of  which  aims  merely  at  obviating  the  inconveniences  of  the 
aggressive  policy  of  trades  unions,  the  latter  at  an  extensive 
reconstruction  of  the  organization  of  industry  on  the  present 
basis  of  individual  property ;  the  third  introduces  a  further 
revolutionary  element ;    while    the   fourth   is   stationary   or 
reactionary. 

The  first  of  these  schemes  is  eminently  conservative ;  and 
it  says  something  for  the  good  sense  and  moderation  of  the 
working  classes,  that  it  has  received  most  favour  with  them, 
as  it   is   by  far  the   most   practicable.      And,   indeed,  this 

2  F 


450  THE  ECONOMY  OF  CONSUMPTION.  [BOOK  IL 

scheme  errs  only  in  defect  It  does  tend,  temporarily  at 
least,  to  diminish  the  inconveniences  of  the  policy  of  strikes, 
though  at  the  expense  of  some  diminution  of  its  efficacy. 
But  its  influence  in  this  way  is  rather  feeble,  and  it  aims 
at  nothing  beyond.  It  is  at  the  best  only  a  partial,  and 
can  never  be  reckoned  on  as  more  than  a  temporary  remedy, 
for  the  inconveniences  of  an  aggressive  policy. 

Arbitration  is  a  mode  of  settling  disputes  which  has 
always  found  considerable  favour  with  mercantile  litigants. 
The  reasons  that  recommend  it  to  them  possess  considerable 
weight.  Besides  the  proverbial  delay  and  uncertainty  of 
law,  there  is  a  peculiar  inaptitude  in  lawyers  to  deal  with 
mercantile  subjects.  These  turn  much  more  upon  questions 
of  mercantile  usage  than  on  abstract  rules  of  law  or  positive 
statutes,  and  such  questions  seem  repugnant  to  the  legal 
mind,  and  are  apt  occasionally  to  be  curiously  travestied 
by  it.  More  competent  judges  are  thus  often  to  be  found 
outside  than  inside  of  a  legal  tribunal,  together  with  briefer 
processes  and  lighter  charges.  This  analogy  has  doubtless 
suggested  arbitration  as  the  proper  means  of  settling  disputes 
between  employers  and  labourers.  But  there  are  certain 
differences  between  the  two  cases,  the  due  significance  of 
which  is  not  appreciated  by  those  who  advocate  this  as  an 
adequate  means  of  settling  these  differences.  When  disputes 
have  arisen  incidentally  in  the  course  of  transactions  which 
have  come  to  an  end,  the  main  object  is  to  terminate  the 
disputes  in  the  least  expensive  and  most  convenient  way 
possible.  Often,  indeed,  the  saving  of  expense  in  the  process 
of  litigation  is  of  more  importance  than  the  strict  determina- 
tion of  the  rights,  deeply  complicated  and  involved  it  may 
be,  of  the  questions  in  dispute.  In  these  circumstances  the 
spirit  of  compromise  enters  largely  into  the  judicious  man- 
agement of  the  case.  This  is  a  spirit  which  is  repugnant 
to  law,  but  dear  to  arbitration.  And,  when  it  is  understood 
that  a  short  and  practical  decision  of  a  past  dispute  is 
wanted,   compromise    carries    no    bad    consequences    of   a 
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serious  kind.  It  infers  the  renunciation  of  no  right,  and 
it  establishes  no  principle  for  future  action.  It  is  at  worst 
a  yielding  under  compulsion  to  injustice  ;  but  this  yielding, 
which  implies  no  concession  of  principle,  is  a  much  less  evil 
than  an  exhaustive  struggle  for  a  theoretical  right,  which  may 
be  both  unimportant  in  itself  and  feebly  evidenced. 

The  disputes  between  employers  and  labourers  are  of  a 
very  different  kind.  They  are  disputes  between  parties 
whose  connection  is  permanent,  and  there  is  not  one  of 
them,  however  apparently  insignificant,  the  settlement  of 
\vhich  does  not  establish  a  precedent.  Here,  it  is  evident, 
the  thing  of  first  importance  is  the  principle  of  the  settle- 
ment, and  the  thing  of  secondary  and  subordinate  importance 
is  the  economy  of  the  process.  As  already  said,  arbitration 
is  a  form  of  judgment  which  delights  in  compromise.  It  is 
therefore  on  a  priori  grounds  a  form  ill  adapted  to  the  settle- 
ment of  such  disputes. 

But  arbitration  implies  an  arbiter,  and  the  arbiter  must 
be  either  a  skilled  or  an  unskilled  judge  of  the  matter  in 
dispute.  In  ordinary  mercantile  disputes,  as  already  noticed, 
arbitration  gives  an  excellent  chance  of  selecting  the  best 
possible  judge,  one  who  is  not  interested  in  the  dispute, 
but  who  has  a  perfect  acquaintance  with  the  whole  class  of 
circumstances  out  of  which  it  arises.  The  disputes  between 
employers  and  labourers  turn  upon  the  question  of  the 
remuneration  of  labour.  On  this  question  there  are,  as  we 
have  seen,  only  one  class  of  competent  judges,  employers  ; 
and  not  employers  generally,  or  persons  who  have  been 
employers  of  the  particular  kind  of  labour  in  regard  to 
which  the  dispute  arises,  but  persons  who  at  the  time  of 
the  dispute  are  actually  employers  of  that  kind  of  labour ; 
that  is  to  say,  interested  parties.  There  are  thus  only  two 
kinds  of  arbiters  in  this  class  of  disputes,  incompetent  and 
interested  arbiters. 

The  arbiters  who  have  usually  been  selected  in  trade 
disputes   have  been   of   two  classes.      Arbiters  have    been 
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chosen  who  had  no  interest  in  the  matter  in  dispute,  on 
the  ground  of  social  position,  or  of  reputation  for  business 
capacity,  or  for  philanthropy.  The  judgment  of  such  arbiters, 
however  impartial,  must  always  be  an  outside  judgment, 
that  is  a  judgment  based  on  compromise  ;  and  it  is  to  be 
observed  that  the  tendency  of  the  compromise  must  neces- 
sarily, if  arbitration  is  to  become  an  established  mode  of 
settling  differences,  favour  the  stronger  party.  This  is  evi- 
dent, as  if  the  stronger  party  did  not  find  arbitration  suffi- 
ciently favourable  to  its  interests,  it  would  not  submit  to  it. 
Arbitration,  therefore,  does  not  admit  of  any  relaxation  of 
the  efforts  of  labourers  to  strengthen  their  unions,  or  even 
of  the  cessation  of  actual  demonstrations  of  their  strength. 
It  thus  carries  within  it  the  germ  of  hostilities.  Another 
form  of  arbitration  has  been  tried  which  seems  more 
plausible,  but  is  in  reality  not  more  sound  than  that  of 
outside  arbiters,  namely  boards  of  arbitration  composed 
of  combined  representatives  of  employers  and  labourers. 
Such  boards  necessarily  combine  within  themselves  all  the 
hostile  elements  they  represent.  It  cannot  be  expected 
that  employers  will  communicate  freely  to  labourers  all  the 
grgunds  of  their  action,  or  that  labourers  will  trust  implicitly 
to  their  communications.  Reticence  on  the  one  side,  and 
jealousy  on  the  other,  will  naturally  be  the  distinguishing 
features  in  the  conferences  of  such  a  tribunal.  There  is, 
besides,  a  stronger  reason  than  jealousy  of  labourers,  why  em- 
ployers should  not  communicate  freely  to  them  the  grounds 
of  their  decisions  ;  jealousy  of  each  other.  It  is  not  even 
a  board  of  employers,  much  less  a  combined  board  of  em- 
ployers and  labourers,  but  each  employer  acting  for  him- 
self and  on  his  own  responsibility,  that  is  the  true  tribunal 
by  which  the  remuneration  of  labour  ought  to  be  deter- 
mined. And  whence  does  a  joint  board  of  arbitration 
derive  its  force  ?  Surely  from  its  constituents.  The  repre- 
sentatives of  labour,  then,  in  a  combined  board  can  presb 
their  views  no  further  than  the  strength  of  their  constituents 
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enables  them  to  do.  The  policy  of  arbitration,  then,  in  this 
form  also  is  based  on  the  policy  of  strikes.  It  is  the  mailed 
hand  of  the  unionist  that  gives  authority  to  the  voice  of  the 
arbiter.  The  strength  of  unions,  then,  must  be  maintained, 
and  the  forces  of  unions  must  be  exercised,  otherwise  arbitra- 
tion will  be  in  vain. 

Arbitration,  then,  whether  in  one  form  or  another,  rests  for 
its  efficacy  upon  union,  and  upon  the  maintenance  of  the 
aggressive  policy  of  the  unions.  Its  essential  principle,  com- 
promise, is  in  its  own  nature  temporary.  Concessions  not 
based  on  any  well-comprehended  principle,  are  rarely  satis- 
factory to  either  party.  The  one  thinks  it  has  yielded  too 
much,  the  other  that  it  has  not  got  enough ;  and  what  is 
more,  such  concessions  are  never  a  true  and  just  settlement 
of  the  question.  Arbitration,  then,  can  be  regarded  only  as  a 
weak  and  uncertain  palliative  of  the  more  aggravated  evils  of 
the  agressive  policy  of  trades  unions ;  and  it  may  be  feared 
that  its  result  is  often  only  to  heap  up  more  wrath  for  a  future 
day  of  battle. 

Arbitration  is  tne  remedy  proposed  by  the  aristocratic  and 
conservative  friends  of  the  labourer  ;  cooperation  is  that  of 
his  democratic  advisers.  It  is,  accordingly,  a  scheme  of  far 
deeper  hazard,  and  much  bolder  in  reconstruction.  The 
chief  advocate  of  co-operation  in  this  country  is  Mr.  Fawcett. 
It  will  not  be  necessary  to  examine  his  advocacy  in  detail,  as 
he  in  great  measure  answers  himself.  Mr.  Fawcett's  account 
of  the  success  of  co-operation  in  England  is  not  flattering. 
The  candour  of  his  historical  narrative  is  commendable ;  but 
it  serves  only  to  render  more  remarkable  the  obstinacy  with 
which  he  clings  to  a  position  not  merely  untenable,  but  incap- 
able of  being  defended  by  anything  like  a  decent  show  of 
reason.  I  shall  not  follow  Mr.  Fawcett  in  his  line  of  argu- 
ment, as  in  doing  so  I  should  be  compelled  to  devote  a  dis- 
proportionate space  to  the  refutation  of  theories  intrinsically 
weak,  and  which  I  do  not  regard  as  founded  on  sound  prin- 
ciples of  speculative  economy.    The  feasibility  of  co-operation 
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has  had  a  weightier  testimony  given  to  it  in  the  opinion  of 
John  Stuart  Mill  {Political  Economy ,  Book  4,  Chap.  7). 
Mr.  Mill's  opinion  is,  however,  mainly  anticipative ;  and  had 
it  been  othen^ise,  I  do  not  regard  his  judgment  as  con- 
clusive on  a  question  of  economy. 

The  first  question  we  must  examine  is,  What  is  co-opera- 
tion }  and  here  I  am  happy  to  agree,  so  far  at  least,  with  Mr. 
Fawcett.  Co-operation  is,  first,  the  conducting  of  the  principal 
processes  of  industry,  whether  productive  or  distributive,  by 
joint-stock  instead  of  by  individual  enterprise.  But  though 
co-operation  implies  the  joint-stock  principle,  the  joint-stock 
form  of  enterprise  alone  does  not  constitute  co-operation.  Co- 
operation implies  a  joint-stock  enterprise  in  which  the  adven- 
turers who  share  the  enterprise  are  those  who  perform  the 
industrial  processes  by  which  it  is  carried  out ;  and  in  which 
the  respective  interests  of  the  parties  correspond  with  their 
respective  contributions  of  labour  and  capital,  so  that  instead 
of  two  classes  of  contributors,  the  one  receiving  fixed  wages 
and  the  other  profits,  there  shall  be  one  class  only,  bearing 
the  entire  risk  and  sharing  the  whole  profits  among  them.  To 
believe  in  the  feasibility  of  such  a  scheme  demands  a  pow-er 
of  imagination  far  from  common  ;  but  I  hasten  to  add  that 
thtre  are  many  modifications  of  the  scheme  of  co-operation, 
which  while  they  do  not  go  the  length  of  a  complete  fusion  of 
interests,  may  yet  be  supposed  more  or  less  to  approximate  to 
it.  I  shall  go,  I  believe,  farther  than  Mr.  Fawcett,  and  perhaps 
as  far  as  any  advocate  of  co-operation  would  desire,  in  admit- 
ting such  modifications  of  the  scheme.  But  whether  in  an 
entire,  or  in  a  modified  form,  there  is  one  condition  of  the 
success  of  co-operation  which  its  advocates  do  not  seem  duly 
to  consider.  If  co-operation  is  to  be  recommended  as  a  means 
of  improving  the  condition  of  the  labouring  classes,  some  form 
of  co-operation  must  be  shown  to  be  not  merely  feasible,  but 
capable  of  superseding  the  existing  organization  of  industry*. 
The  question  we  have  to  consider  is  not  how  some  individuals 
may  be  raised  out  of  the  condition  of  labourers,  but  how  the 
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condition  of  labourers  generally  may  be  improved.  It  will 
serve  nothing  to  this  purpose  to  prove  the  possible  existence 
of  some  form  of  co-operation.  Even  if  it  could  be  proved, 
which  has  not  yet  been  done,  that  co-operation  to  the  full 
extent  of  the  principle  might,  under  the  fostering  care  of 
enthusiasm,  be  carried  on  in  certain  cases  with  success, 
nothing  effectual  would  have  been  done  to  advance  the 
problem.  It  must  be  shown  that,  in  some  way  or  other, 
co-operation  is  capable  of  superseding  private  enterprise. 
The  advocates  of  co-operation  will  hardly  insist  that  this 
should  be  done  by  external  force  ;  that  private  enterprise 
should  be  put  under  such  restrictions  that  Co-operation  may 
be  enabled  to  supersede  it.  This  would  be  to  confess  that 
co-operation  is  in  itself  less  adapted  than  private  enterprise 
to  answer  the  purposes  of  an  industrial  organization.  Co- 
operation, then,  must  be  able  to  supersede  private  enterprise 
by  its  inherent  superiority  of  adaptation. 

Another  difficulty  in  regard  to  the  efficacy  of  co-operation 
as  a  means  of  advancing  the  interests  of  the  working-classes, 
I  have  not  seen  noticed  at  all  by  its  advocates ;  although  it  is 
the  crucial  one,  and  the  neglect  of  it  by  those  who  profess  to 
speak  of  the  advantages  of  the  scheme  is  not  easily  to  be 
excused.  Assuming  that  all  difficulties  as  to  the  feasibility 
of  co-operation  were  removed,  and  all  obstacles  to  its  com- 
plete success  overcome ;  that  it  had  actually  superseded 
private  enterprise,  whence  is  the  gain  to  the  labouring 
classes  to  come  ?  I  imagine,  if  the  principle  of  private 
property  is  not  to  be  interfered  with,  that  if  industry  were 
conducted  by  co-operative  societies,  the  interests  of  these 
societies  would  be  regulated  by  competition  among  each 
other,  just  as  those  of  private  mercantile  concerns  are  now. 
I  imagine  also  that  in  conducting  the  one  class  of  enterprises, 
just  as  in  conducting  the  other,  capital,  and  skill  of  various 
grades,  would  be  required  ;  and  I  suppose  that  the  relative 
values  of  capital  and  industry,  and  the  relative  values  of  the 
various  degrees  of  skill,  would  be  determined  by  competition 
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among  themselves.  Where,  then,  is  the  advantage  of  mere 
common  industry,  and  what  is  there  in  the  circumstance  that 
all  are  paid  by  a  distribution  of  profits,  instead  of  some  by 
fixed  wages  and  others  by  profits,  to  hinder  capital  and  skill 
from  asserting  their  superiority  as  fully  as  before  ?  This 
question,  I  apprehend,  would  be  difficult  to  answer ;  and  that 
the  advocates  of  co-operation  should  have  neglected  to  put  it 
to  themselves  indicates  either  very  extraordinary  blindness, 
or  culpable  recklessness.  To  urge  revolutionary  measures 
with  such  a  disregard  of  consequences  is  hard  to  explain, 
without  supposing  a  perversity  of  understanding  originating 
in  perversity  of  will. 

The  form  of  co-operation  which  most  naturally  suggests 
itself,  and  which  would  be  most  likely  to  be  tried  as  a  sub- 
stitute for  the  relation  of  employers  and  labourers,  is  a  com- 
bination among  labourers  to  carry  on  business  on  their  own 
account.  Associations  have  been  formed  under  the  name  of 
co-operative  societies,  which  are  not  of  the  kind  here  referred 
to,  and  with  which  we  have  nothing  to  do.  Whether  labourers 
may  advantageously  employ  their  savings  in  forming  joint- 
stock  associations  conducted  by  hired  employ^  according  to 
the  ordinary  rules  of  business  ;  whether,  in  particular,  they 
may  in  this  way  profitably  supersede  the  retailer  in  supplying 
their  own  wants,  is  a  question  we  are  not  concerned  to  answer. 
This  is  not  a  form  of  co-operation  which  professes  or  tends  to 
supersede  hired  labour.  It  is  simply  an  ordinary  joint-stock 
company,  organized  for  a  special  purpose.  When  labourers, 
seeking  to  emancipate  themselves  from  the  trammels  of  hire- 
ling service,  organize  an  industry  for  themselves,  and  carry 
it  on  by  their  own  labour  for  their  own  profit,  this  is  the 
kind  of  association  with  which  we  have  to  do. 

There  are  several  obvious  advantages  which  the  pioneers  in 
such  an  undertaking  would  have  over  those  who  followed 
them.  They  would  probably  be  picked  men,  men  of  superior 
self-reliance,  industry  and  skill  ;  and  probably  also,  for  their 
class,  of  superior  means.      Moreover,  they  would  have  the 
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choice  of  the  whole  field  of  industry  before  them.  This  choice, 
in  the  case  of  particular  labourers,  would,  of  course,  be  limited 
by  their  particular  skill ;  but  as  the  experiment  is  equally  open 
to  labourers  in  every  department,  and  as  it  is  evident  that 
some  departments  of  labour  afford  greater  scope  for  such  an 
experiment  than  others,  it  is  probable  that  it  would  first  be 
made  by  those  who  held  the  most  favourable  position  for 
making  it.  The  partial  success  of  such  experiments  would 
consequently  have  proved 'little  or  nothing.  At  the  most,  it 
would  have  shown  that  some  processes  of  industry  might  be 
abstracted  from  the  system  of  hired  labour,  or  that  in  some 
departments  co-operation  might  establish  itself  in  competition 
with  hired  industry.  The  experiment  has  been  made,  and 
with  the  feeblest  results.  On  the  Continent  some  small  co- 
operative societies  have  succeeded  .in  maintaining  an  isolated 
existence.  In  this  country  the  experiment  may  be  said  to 
have  been  altogether  unsuccessful. 

But  laying  aside  the  non-success  of  the  experiment,  as  pos- 
sibly to  be  accounted  for  by  contingent  causes,  let  us  inquire 
what  are  the  natural  chances  of  co-operation  in  this  form  as 
against  private  enterprise.  Assuming,  then,  an  early  success, 
which  would  bring  co-operation  into  free  and  general  com- 
petition with  private  enterprise,  let  us  see  what  difficulties  it 
would  have  to  contend  with.  As  already  observed,  the  early 
enterprises  of  co-operation  would  have  advantages  which 
need  not  render  such  a  measure  of  success  surprising.  It 
would  have,  to  begin  with,  the  advantage  of  a  speculative 
enthusiasm,  which  might  not  only  embark  numbers  of  the 
most  enterprising  of  the  labouring  classes  heart  and  soul  in 
it,  but  might  also  secure  them  considerable  material  support 
from  sympathisers  in  other  classes ;  it  would  have  the  whole 
field  of  industry  from  which  to  choose  its  sphere  of  opera- 
tions ;  and  it  would  doubtless  have  the  sympathy  and  sup- 
port of  large  numbers  of  the  labouring  classes  themselves, 
who  might  regard  the  experiment  as  made  in  their  interest, 
and  count  upon  reaping  the  ultimate  benefits  of  its  success. 
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As  the  success  of  the  movement  began  to  extend,  however, 
these  advantages  would  gradually  diminish,  and  the  real 
difficulties  of  the  undertaking  would  begin  to  appear.  The 
labouring  classes,  in  virtue  of  their  position,  must  always  be 
the  section  of  society  least  provided  with  material  means.  As 
their  sphere  of  operations  began  to  extend  this  difficulty 
would  rise  into  continually  increasing  proportions.  Not  only 
would  means  not  increase  with  numbers,  but  the  points  of 
advantage  first  occupied,  which  would  necessarily  be  the 
spheres  of  operation  requiring  comparatively  little  means, 
would  soon  become  exhausted.  With  rising  numbers,  loosen- 
ing organization  and  diminishing  means,  there  would  be  con- 
tinually rising  higher  grounds  of  financial  difficulty  to  assail. 
Machinery  would  soon  become  indispensable,  and  machinery 
of  ever-growing  cost  would  from  time  to  time  have  to  be 
added  to  the  estimate.  The  services  of  the  capitalist  would 
thus  soon  become  indispensable  ;  and  borrowing  once  begun, 
the  dependence  upon  outside  capital  would  grow  continuously. 
A  diversity  of  interests  would  thus  be  introduced  ;  but  before 
dealing  with  this  circumstance,  let  us  consider  how  the 
labourers  would  stand  in  the  favour  of  the  capitalist 

Poverty  is  the  distinguishing  characteristic  of  labourers 
as  a  class  ;  and  this  characteristic  would  be  very  slightly 
alleviated  by  the  combination  of  contributors.  If  the 
numbers  were  small,  the  contributions  would  be  small  also ; 
if  the  numbers  were  large,  the  capital  required  to  employ 
them  would  be  large,  and  when  co-operation  began  to 
spread  generally  among  labourers  large  numbers,  perhaps 
the  majority,  would  have  nothing  to  contribute  at  all.  The 
preference  of  capitalists  for  borrowers  who  have  means 
of  their  own  is  very  decided.  It  is  true  that,  notwith- 
standing this,  many  adventurers  who  have  little  or  no  means 
succeed  in  borrowing  very  largely.  But  this  arises  from 
circumstances  which  would  be  of  little  advantage  to  co- 
operative associations  composed  of  labourers.  The  initial 
operations  of  borrowing  are  always  the  most  difficult,  and  in 
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these  the  individual  adventurers  have  great  advantage  over 
the  combined  labourers.  They  belong  to  the  same  class  as 
the  capitalists.  They  have  often  relatives  or  friends  among 
them  who  take  an  interest  in  their  welfare,  and  who  are 
willing  to  risk  a  good  deal  for  their  advantage.  Independ- 
ently of  this,  they  may  have  acquired  in  the  conduct  of  opera- 
tions a  reputation  for  skill,  integrity  and  ability  which  may 
predispose  uninterested  capitalists  in  their  favour.  When  the 
adventurer  is  once  established  in  business,  other  circumstances 
tell  in  favour  of  his  future  borrowing  operations.  He  has 
already  established  a  credit,  and  those  who  have  trusted  are  in- 
terested in  supporting  him.  There  is  no  distinguishing  mark 
by  which  a  man  of  means  can  be  told  from  a  man  without 
means  ;  and  those  who  trust  a  man  in  the  course  of  his  opera- 
tions are  seldom  acurately  informed  whether  the  proportion 
of  his  capital  to  his  enterprises  is  large  or  small.  The  most 
cautious  capitalist  may  trust  a  man  largely  who  has  no  capital 
at  all,  or  less  than  none ;  but  unless  he  is  already  involved, 
he  does  not  ordinarily  do  so,  knowing  this  to  be  the  case. 

All  these  advantages  would  be  wanting  to  the  combined 
labourers.  When  the  sympathy  of  sentimental  supporters 
was  exhausted,  the  capitalist  would  belong  to  a  class  alien 
in  feeling,  and  naturally  distrustful,  not  merely  of  their 
poverty  of  means,  which  it  would  be  impossible  to  conceal, 
but  of  their  mercantile  capacity.  Several  reasons  would 
concur  to  render  this  distrust  absolute.  The  capital  of 
labourers  is  never  sufficient  to  support  themselves  ;  and  the 
first  use  to  which  they  would  have  to  turn  the  means  they 
borrowed,  would  be  to  distribute  it  among  themselves  in  the 
form  of  wages,  a  state  of  dependence  enough  to  alarm  the 
stoutest  hearted  capitalist.  Nothing  is  more  important  to  a 
lender  than  clear  and  undivided  responsibility;  but  a  co- 
operative  association  of  labourers  is  a  collective  whole  very 
difficult  to  get  hold  of.  If  their  affairs  are  prosperous,  such  a 
body  may  hold  pretty  well  together  ;  but  what  if  they  are 
adverse  ?    Will   the   labourers   stay  to   work   out   their   re- 
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sponsibilities  without  pay,  or  with  reduced  remuneration ;  or 
will  they  begin  to  disperse  as  soon  as  they  find  their  under- 
taking unprofitable  ?  The  complications  which  often  arise  in 
mercantile  affairs  even  when  the  responsibility  is  undivided, 
are  great  enough  to  form  a  serious  aggravation  of  the  ordinary 
calamities  of  trade,  and  to  waste  the  means  of  creditors, 
sometimes  more  even  than  the  misfortunes  or  the  recklessness 
of  their  debtors.  What  would  it  be  if  every  labourer  were 
a  responsible  party  in  the  monetary  concerns  of  industry  ? 

But,  as  already  mentioned,  borrowing  would  introduce  a 
complication  of  interests,  and  other  complications  would  also 
arise  from  other  causes.  As  soon  as  undertakings  of  any 
extent  or  importance  were  begun,  there  would  be  included 
in  them  diversities  of  occupation  and  diversities  of  skill.  In 
addition  to  various  classes  of  operatives,  a  managing  head 
and  a  staff  of  superior  officials  would  be  required  to  take 
the  general  direction  of  the  combined  operations.  Another 
difficulty,  moreover,  besides  the  financial  one  would  arise,  even 
as  to  the  regulation  of  the  interests  of  those  who  were  other- 
wise on  a  par.  By  what  means  can  an  independent  partner 
be  constrained  to  give  his  fair  contribution  of  work  to  the 
common  concern  ?  If  this  is  to  be  left  to  honour,  we  have 
a  principle  very  like  that  of  communism  ;  and  there  would  be 
great  danger  that  the  efforts  of  the  industrious  would  be 
frustrated  by  the  idle,  and  that  industry  would  be  paralyzed 
and  disorganized.  Even  in  private  firms  there  are  in  this 
respect  great  disparities,  from  which  great  injustice  is  ex- 
perienced, and  for  which  there  is  no  remedy.  When  a  mer- 
cantile man  takes  a  partner,  he  is  usually  as  careful  as  circum- 
stances will  permit  to  see  that  he  gets  one  with  whom  he 
can  advantageously  co-operate.  With  all  the  care  jjossible, 
however,  an  active  business  man  may  find  himself  saddled 
with  an  idle  partner,  who  has  brought  nothing  to  compensate 
for  his  idleness.  When  this  is  the  case  there  is  no  remedy 
but  to  submit  to  the  injustice ;  but  the  idleness  of  a  single 
partner,  though    a   great  burden,  is  not  necessarily  ruinous 
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to  the  enterprise.  When  every  operative  is  a  partner,  how 
is  the  due  preliminary  vigilance  to  be  exercised,  or  the 
consequences  of  neglecting  it  averted  ?  If  work  is  regulated 
by  a  corresponding  scale  of  remuneration,  we  have  a  separa- 
tion of  the  interests  of  capital  and  industry,  and  a  disguised 
return  to  the  principle  of  wages ;  without  this  any  vigilance 
of  fellow  workers,  must  amount,  as  in  the  case  of  individual 
partners,  to  mere  remonstrance.  In  the  regulation  of  the 
various  interests  of  skill,  capital  and  industry  the  same  diffi- 
culty assumes  a  more  complicated  form  and  greater  magni- 
tude. When  this  difficulty  is  realized,  one  or  other  of  three 
courses  must  be  taken.  There  must  be  a  return  to  the 
principles  of  a  joint-stock  company,  in  which  labour  and 
capital  play  their  usual  parts.  This  is  what  has  commonly 
happened  in  this  country  ;  and  when  it  occurs  co-operation 
is-  done  with,  and  the  matter  passes  beyond  the  scope  of  our 
investigation.  Or  the  co-operative  principle  must  be  ex- 
tended to  take  in  the  interests  of  skill  and  capital  as  well  as 
those  of  labour,  according  to  the  definition  given  at  the 
commencement  of  our  examination  of  the  scheme.  The 
difficulties  previously  stated  in  regard  to  this  form  of  co- 
operation, together  with  that  just  mentioned  in  the  adjust- 
ment even  of  the  simplest  of  the  interests  concerned,  render 
any  further  discussion  of  this  scheme  unnecessary.  The 
only  remaining  scheme  is  that  the  common  labourers  must 
employ  the  superior  skill  as  well  as  the  capital  required, 
making  the  journeyman  interest  the  predominant  one,  and 
that  exclusively  entitled  to  profits. 

This  remarkable  scheme  is  the  legitimate  outcome  of  the 
attempt,  recommended  to  labourers  by  skilled  advisers,  digni- 
fying themselves  with  the  name  of  economists,  to  organize 
themselves  in  order  to  dispense  with  employers.  It  would 
have  been  well  if  these  advisers  had  explained  in  virtue  of 
what  force  a  revolution  so  completely  inverting  the  ordinary 
relations  of  social,  as  well  as  of  industrial  organization,  is  to 
become  possible.     I  do  not  regard  the  existing  organization 
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of  industry  as  unchangeable  ;  but  it  is  at  all  events  the  result 
of  natural  causes  ;  and  any  change  in  it  must  be  due  to  a 
rational  development,  but  a  development  which  leads  to  a 
complete  reversal  of  existing  relations  must  be  of  a  very 
unusual  and  remarkable  kind. 

Joint-stock  enterprise,  even  when  unhampered  by  the  co- 
operative principle,  always  lacks  an  element  essential  to 
mercantile  success,  in  the  energy,  resource  and  perseverance 
of  individual  enterprise.  These  qualities  delegated  manage- 
ment can  never  replace.  A  hired  manager,  even  under  the 
immediate  eye  of  an  individual  employer,  is  much  inferior  in 
these  respects  to  one  who  acts  for  himself;  and  this  is  one 
reason  why  new  men  with  inferior  means  are  often  able  to 
compete  with  success  with  old  established  houses  ;*  but  the 
manager  who  is  controlled  not  by  an  individual,  or  a  firm 
consisting  of  a  few  united  individuals,  well  skilled  in  their 
business,  but  by  a  board  of  comparatively  unskilled  directors, 
occupies  a  greatly  inferior  position.  The  more  formal 
branches  of  business,  such  as  banks  and  insurance  companies, 
may  fare  well  enough  under  joint-stock  management ;  but 
with  the  detailed  operations  of  ordinary  mercantile  enterprise 
such  management  is  ill-qualified  to  cope.  The  questions 
which  daily  arise  for  judgment,  in  any  stage  of  such  a 
business,  but  especially  in  the  earlier  stages  of  the  formation 
of  a  business,  are  such  as  only  an  irresponsible  head  can  duly 
cope  with.  The  mere  fact  of  having  to  explain  the  grounds 
of  his  decisions,  and  especially  to  persons  of  inferior  capacity 
to  apprehend  them,  will  often  deter  a  man  from  acting  on  his 
best  judgment ;  and  the  stimulus  of  individual  interest  is  the 
strongest  by  which  his  attention  can  be  kept  alive  and  his 
efforts  sustained  amid  all  the  perils  and  difficulties  of  his 
position.  An  injudicious  Act  has  encouraged  joint-stock  com- 
panies to  invade  the  sphere  of  private  enterprise,  and  has 

*  The  consciousness  of  this  has  to  a  large  extent  disintegrated  great  houses, 
which  assume  so  many  partners  that  they  become  a  sort  of  federative  union  of 
industrial  concerns  under  independent  management 
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enabled  mercantile  concerns,  which  had  passed  through  the 
earlier  stages  of  their  career,  and  attained  a  position  in  which 
a  perfunctory  management  might  suffice  for  a  time  to  main- 
tain at  least  the  acquired  level  of  prosperity,  to  be  converted 
into  limited-liabiUty  companies ;  but  the  result  has  not  been 
encouraging,  and  it  has  too  often  happened  that  the  Act  has 
been  used  only  as  a  sort  of  vestibule  to  the  Bankruptcy  Court 
Apart  from  such  conversions,  it  does  not  appear  that  limited- 
liability  companies  have  made  much  encroachment  on  the 
sphere  of  private  enterprise. 

From  these  considerations  it  may  be  concluded  that  co- 
operative enterprise,  properly  so  called,  may  be  able  at  best 
to  compete  with  private  enterprise  in  some  minor  processes 
on  the  outskirts  of  the  industrial  organization,  requiring  small 
means  and  limited  numbers ;  but  that  every  step  it  takes 
beyond  these  limits  will  only  bring  it  the  nearer  to  discom- 
fiture  and  disaster.  Within  the  limited  sphere  thus  assigned 
to  co-operation,  it  is  evident  that  only  the  men  best  provided 
with  means,  as  well  as  those  possessed  of  self-reliance  and 
character  to  inspire  mutual  confidence,  can  successfully  avail 
themselves  of  it  Whether  to  such  men  it  will  afford  an 
adequate  sphere,  is  another  question,  and  one  on  which  we 
need  not  enter,  as  it  is  evident  that  we  have  here  no  solution 
of  the  labour  question,  but  only  at  most  a  means  of  taking 
a  small  number  of  men  out  of  the  labouring  class. 

There  is,  however,  another  form  of  organization,  impro- 
perly called  co-operation,  which  demands  a  little  attention. 
It  is  that  in  which  the  so-called  co-operative  enterprise 
proceeds  from  the  opposite  extremity  of  the  industrial 
organization.  Some  employers,  actuated  by  benevolence, 
or  perplexed  by  the  difficulties  of  dealing  with  labourers' 
combinations,  have  taken  their  workers  into  a  sort  of 
partnership  with  them,  and  given  them  a  share  of  their 
profits.  This  has  been  done  by  some  firms  conducting 
extensive  operations  with  large  capital,  and  the  good 
results  of  the  scheme  have  been  not  a  little  vaunted. 
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Now  it  is  evident  that  there  is  here  no  real  co-operation. 
The  risk  of  the  enterprise,  and  the  control  of  the  undertaking, 
remain  with  the  capitalist  ;  and  these  must  be  remunerated. 
Moreover,  the  labourers  require  wages  to  maintain  them,  and 
they  are  paid  wages.  The  salaries  given  to  various  officials 
on  the  staff  of  the  management  are  likewise  regulated 
according  to  the  ordinary  principles  of  business,  that  is, 
by  competition.  What  then  remains  for  coHDperation  ? 
Simply  this,  that  as  an  inducement  to  remain  steadily  at 
work  and  continue  in  the  one  employment,  a  certain  pro- 
portion of  profits,  or  the  profits  above  a  certain  limit  are 
divided,  on  terms  fixed  by  the  employers  themselves,  with, 
or  among  their  labourers.  This  may  be  a  good  expedient 
on  the  part  of  employers  for  attaching  labourers  to  them. 
Such  is  the  sanguineness  of  human  nature,  and  the  hope 
raised  by  speculative  anticipations,  that  a  small  amount 
expended  in  this  way  might  probably  have  a  greater  effect 
than  a  much  larger  one  given  directly  as  wages.  And  when 
such  a  scheme  is  adopted  by  a  few  prosperous  and  liberal 
firms,  by  men,  perhaps,  who  having  realized  wealth  are 
willing  to  indulge  themselves  in  beneficence,  it  may  be 
beneficial  for  a  time  at  least  to  labourers  also.  By  dispelling 
jealousies  and  stimulating  an  interest  in  the  common  enterprise, 
it  will  undoubtedly  contribute  to  the  productiveness  of  the 
labour  employed  ;  and  if  wages  are  regulated  by  the  outside 
market-value,  will  probably  leave  a  fair  sum  for  division, 
which  will  be  over  and  above  the  ordinary  wages  of  labour. 

But  either  this  arrangement  must  become  general,  or  it 
will  have  no  effect  on  the  general  condition  of  labourers. 
If  it  becomes  general,  it  will  have  to  submit  to  the  full 
effects  of  competition.  The  proportion  of  profits  distributed 
will  finally  be  determined  by  competition,  and  by  a  com- 
petition as  keen  and  money-loving  as  at  present  determines 
the  rates  of  wages ;  and  there  will  be  no  outside  market  to 
determine  wages,  but  wages  themselves  will  be  influenced 
by  fhe  consideration  of  the  ulterior  share  of  profits. 
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Moreover  this  speculative  interest,  in  determining  which 
labourers  have  no  share,  must  be  paid  for  by  them  at  a 
very  serious  price.  It  is  absurd  to  suppose  that  such  an 
alliance  could  consort  with  the  strife  of  unions.  This  mode 
of  maintaining  the  labourers'  interest  must,  therefore,  be 
surrendered  in  favour  of  the  alliance  with  employers.  But 
further,  a  man  cannot  have  an  interest  in  a  business  without 
a  permanent  connection  with  it.  Whoever,  therefore,  sought 
this  kind  of  partnership  would  have  to  abandon  the  hope  of 
promotion  or  advantage  through  change  of  employment,  and 
thus  an  impediment  would  be  put  in  the  way  of  the  only 
ordinary  means  of  raising  wages  open  to  labourers  in  the 
state  of  individual  competition,  the  competition  for  services. 
It  is  clear,  then,  that  whatever  this  form  of  co-operation,  or 
ex  gratia  partnership,  may  do  in  particular  cases,  in  inspiring 
confidence  between  benevolent  employers  and  their  labourers  ; 
it  can  never  be  of  any  use  as  a  means  of  regulating  the 
general  interests  of  employers  and  labourers. 
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BOOK     I  I.— C  H  A  P  T  E  R    III. 

SUB-DIVISION  OF  PROPERTY,  AND  MECHANICAL  SCHEMES 
FOR  THE  ADJUSTMENT  OF  THE  RELATIONS  OF 
EMPLOYERS  AND   LABOURERS. 

THE  next  expedient  we  have  to  consider  is  the  adoption 
of  some  legal  means  of  controlling  the  distribution  of 
property  in  its  original  form,  that  is,  of  what  is  called  real 
property.  Seeing  the  inequalities  caused  by  industry,  it  is 
long  since  many  philanthropists  have  been  of  opinion  that 
the  principle  of  individual  property  was  to  blame.  This  is 
the  origin  of  all  the  schemes  of  socialism  and  communism. 
These,  however,  owing  to  their  impracticability  have  long 
been  abandoned  by  the  great  bulk  of  reasonable  men. 
Some,  however,  not  merely  philosophers  but  economists, 
have  thought  that  in  the  original  distribution  of  property, 
and  not  in  the  tendencies  of  industry,  was  to  be  found  the 
main  cause  of  the  inequalities  of  wealth ;  and  that  if  this 
distribution  were  remedied,  a  better  state  of  things  would 
naturally  arise ;  but  this  opinion,  though  more  plausible,  is 
not  found,  on  an  adequate  review  of  the  results  of  industrial 
competition,  more  sound  than  the  other.  The  futility  of  this 
view  was  aptly  represented  by  some  one,  I  think  a  candidate 
for  parliamentary  honours,  in  reply  to  an  inquiry  if  he  was 
favourable  to  a  re-distribution  of  property.  *I  think,'  he 
replied,  'that  property  ought  to  be  re-distributed  once  a  week.' 
Still  the  pressure  of  existing  evils  has  caused,  and  causes,  many, 
not  of  the  majority  merely  who  do  not  think  for  themselves, 
but  even  of  the  minority  who  think  for  others,  to  turn  their 
eyes  in  this  direction.  For  liberation  from  the  evils  of  a 
highly  organized  industry,  they  would  abandon  a  high  state  of 
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organization,  and  turning  back  the  dial  of  time  more  than 
fifteen  degrees,  would  have  every  man  to  sit  under  his  own 
vine,  and  under  his  own  fig-tree,  in  simple  agricultural  content. 
Hence  the  partiality  which  so  many  economists  have  shown 
to  what  is  called  peasant  proprietorship.  But  there  is  a 
difficulty  in  the  way  of  accepting  the  mere  change  of  land- 
teoure  as  a  solution  of  industrial  grievances.  According  to 
the  advocates  of  peasant  properties,  this  form  of  tenure  would 
render  the  land  much  more  productive.  There  would,  there- 
fore, it  is  to  be  presumed,  be  a  much  larger  non-agricultural 
population  than  before.  Now  peasant  proprietorship  pro- 
vides for  the  case  of  the  agricultural  labourer,  but  not  for 
that  of  the  non-agricultural  ;  hence  a  main  part  of  the 
difficulty  would  remain    unsolved.*      Mr.    Fawcett  has  met 

r 

this  difficulty  by  combining  co-operation  and  peasant  pro- 
prietorship as  his  remedies  for  the  wrongs  of  labour.  Thus 
he  is  doubly  armed  ;  but  only,  unfortunately,  to  demonstrate 
doubly  his  incapacity  to  comprehend  the  principles  of 
political  economy,  or  of  human  nature. 

The  first  question  as  to  peasant  proprietorship  is,  How 
is  this  mode  of  tenure  to  be  introduced  and  maintained  ? 
And  here  the  crucial  question  comes  to  be.  Can  it  be  either 
introduced  at  first,  or  maintained  afterwards,  by  natural  means  ; 
or  must  positive  restrictions  be  resorted  to  for  its  support  ? 

•  This  may  seem  to  be  contradicted  by  the  experience  of  France  ;  but  the  case 
of  France  is  not  a  normal  one,  and  when  rightly  examined  confirms  rather  than 
contradicts  the  observation  in  the  text  France  is  a  rich  agricultural  and  wine* 
growing  country,  and  being  able  to  maintain  a  lai'ge  export  of  agricultural  pro- 
ducts, she  has  need  of  a  less  than  average  proportion  of  manufacturing  industry. 
But  if  France  procures  manufactures  by  her  agricultural  industry,  she  increases  the 
proportion  of  manufacturing  to  agricultural  population  elsewhere ;  and  thus  only 
succeeds  in  maintaining  the  balance  of  her  own  population  by  increasing  the 
tendency  to  over-population  in  other  countries.  It  is  further  to  be  remembered  in 
the  case  of  France,  that  she  has  also  an  exporting  power  in  manufactures,  which 
depends  upon  peculiar  and  exceptional  conditions,  on  a  natural  taste,  or  acquired 
superiority  of  artistic  excellence,  which  has  made  her  for  long  the  arbiter  of  fashion 
to  Europe ;  and  that  such  an  advantage  does  not  naturally  lend  itself  to  over- 
population. A  mere  increase  of  workers  is  sufficient  to  increase  the  manufactures 
of  Manchester  ;  but  lo  increase  the  manufactures  of  Paris  or  Lyons,  it  requires  an 
increase  of  naturally  skilled,  or  highly  trained  worker. 
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It  is  clearly  the  interests  of  the  advocates  of  peasant  pro- 
perties to  make  good  the  first  alternative ;  as  it  would  be  very 
hard  to  convince  any  reasonable  person  that  a  tenure  which 
is  the  result  of  natural  causes  ought  in  the  economical 
interests  of  society  to  be  superseded  by  one  which  can 
only  be  maintained  by  artificial  restrictions.  This  is,  accord- 
ingly, a  question  upon  which  much  learning  has  been 
expended ;  and  I  regret  that  I  shall  be  unable  to  deal 
with  it  in  anything  like  adequate  proportion  either  to  the 
breadth  and  complication  of  the  question  itself,  or  to  the 
amount  of  discussion  it  has  received. 

The  question  clearly  is  not  whether  property  should  be 
supported  by  law,  but  from  what  source  the  laws  of  property 
should  proceed  ;  and  it  complicates  this  problem  consider- 
ably, that  some  of  the  advocates  of  peasant  proprietorship 
lay  down  speculative  principles  of  proprietory  laws,  while 
others  proceed  by  a  historical  method  to  show  that  this,  or 
some  analogous  tenure,  is  the  natural  form  of  property. 

John  Stuart  Mill,  who  is  one  of  the  keenest  advocates  of 
sub-division  of  property,  takes  both  of  these  courses.  He 
lays  down  speculative  views,  which  are  as  inconsistent  with 
peasant  proprietorship  as  with  any  other  form  of  individual 
tenure ;  and  in  his  zeal  for  peasant  proprietorship  he  forgets 
his  hostility  to  individual  property.  According  to  Mr.  Mill 
the  only  rational  basis  of  property  is  the  right  of  every  man 
to  the  produce  of  his  own  industry ;  and  on  this  ground  he 
draws  a  distinction  between  natural  agents  and  the  products 
of  industry  ;  the  latter  of  which  alone,  he  holds,  can  be  made 
absolute  property.  But  before  industry  can  be  exercised, 
there  must  be  an  appropriation  of  natural  agents ;  and  it  is 
evident  that  in  respect  to  this  appropriation  every  man 
cannot  be  put  on  an  equal  footing.  Many  a  one,  besides  the 
owner  or  tenant  of  a  fertile  field,  would  be  glad  to  apply  the 
industry  necessary  to  take  a  crop  from  it ;  and  if  industry 
alone  gives  a  claim  to  property,  the  industry  of  one  can 
never  acquire  a  right  to  such  a  preference  over  that  of  others 
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as  IS  implied  in  even  the  temporary  possession  to  the  exclu- 
sion of  others  of  any  of  the  means  of  exercising  industry.  I 
shall  not  follow  Mr.  Mill  in  his  attempt  to  distinguish  between 
the  profits  of  capital  and  the  price  of  natural  agents,  and  to 
claim  the  latter,  as  a  subject  of  revenue,  for  the  State.  With- 
out the  previous  appropriation  of  natural  agents,  capital  would 
never  have  existed  ;  and  every  form  of  property,  the  money  in 
which  the  labourer  receives  his  wages,  every  commodity  and 
article  of  value,  whether  of  greater  or  less  durability,  is  just  as 
much  indebted  to  the  principle  of  appropriation  as  the  com- 
mon repository  from  which  they  have  been  taken.  It  seems 
difficult  to  imagine,  if  appropriation  gives  no  claim  to  pro- 
perty, how  one  community  can  establish  a  right  to  this  com- 
mon stock  in  preference  to  another,  any  more  than  one 
individual  in  preference  to  another ;  but  if  the  stock  belongs 
to  the  community,  all  that  is  taken  from  it  belongs  to  the 
community,  and  private  property  in  every  form  is  equally  a 
usurpation.  The  natural  instinct  of  appropriation  inherent 
in  human  nature,  and  the  corresponding  instinct  which 
teaches  men  to  respect  each  other's  appropriations,  and  not 
the  claim  of  every  man  to  the  produce  of  his  own  industry  is 
the  rational  foundation  of  property. 

Mr.  Mill  also  endeavours  to  draw  a  distinction  between  the 
principle  of  property  and  the  principle  of  succession  ;  that  is 
between  the  right  of  a  man,  on  whatever  principle,  to  hold 
property,  and  his  right  to  dispose  of  it  at  his  decease.  Mr. 
Mill  says  that  the  former  of  these  rights  does  not  include  the 
latter,  and  that  in  point  of  fact  the  former  only  is  necessary 
to  the  maintenance  of  the  industrial  organization  established 
on  the  basis  of  property.  It  is  amazing  that  men  who  profess 
to  have  studied  a  science  so  severe  as  political  economy 
should  suffer  themselves  to  be  deceived  by  vagaries  so  vision- 
ary. Take  away  the  motives  to  industry,  and  what  becomes 
of  the  industrial  organization  ?  Men  toil  to  the  end  of  their 
lives  to  accumulate  wealth,  not  for  the  possession  of  it  during 
their  own  lives,  but  that  they  may  be  able  to  dispose  of  it 
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afterwards  in  favour  of  those  in  whom  they  have  an  interest. 
To  control  the  succession  of  property  is  thus  to  pull  the 
strings  which  move  the  whole  industrial  organization.  To 
claim  this  right  for  the  community,  is  simply  another  mode  of 
asserting  the  principle  of  communism,  which  underlies  all  Mr. 
Mill's  theories  of  property.* 

*  There  are,  however,  obviously  natural  limits  to  the  individual  right  of  property, 
when  it  extends  to  testamentary  disposition  ;  and  the  greatest  evils  are  liable  to 
result  from  the  neglect  of  these  limits  by  the  State.  That  a  man  who  has  acquired 
property  during  his  life,  or  has  inherited  it  from  a  predecessor,  should  have  the 
right  to  dispose  of  it  at  his  death  is  one  thing,  and  that  a  man  who  has  once  come 
into  accidental  possession  of  a  particular  property  should  be  able  to  detennine  its 
destination  to  the  end  of  time,  is  another  and  quite  a  different  thing.  As  I  have 
said  in  the  text,  the  State  does  not  give  and  cannot  take  away  the  right  to  hold 
property,  of  which  the  right  of  testamentary  disposition  is  a  part  ;  and  bO  much  is 
this  practically  felt,  whatever  may  be  the  legal  fictions  by  which  the  rights  of  pro- 
perty are  surrounded,  that  the  right  of  testamentary  disposition,  even  in  its  most 
arbitrary  forms,  has  been  commonly  realised  by  civilized  communities.  Bui 
there  is  a  mode  in  which,  without  any  interference  with  proprietory  rights,  the 
State  can  effectually  control  abuses  in  the  testamentary  disposition  of  property. 
Property  cannot  be  held  without  the  sanction  and  protection  of  the  State,  and  it 
has  simply  to  withdraw  its  protection  from  an  abuse  of  private  rights  to  cause  it  to 
cease.  In  order  to  see  how  this  can  be  done  without  interfering  with  the  legiti- 
mate exercise  of  private  ri5;lils,  let  us  examine  what  are  the  abuses  which  it  is  the 
interest  of  the  State  to  prevent.  Many  private  wrongs  and  injustices  may  be  done 
in  the  testamentary  disposition  of  property  ;  but  with  these  the  State  cannot  inter- 
fere, and  it  could  not  redress  them,  if  it  did.  The  most  common  and  natural 
disposition  of  property  b  to  leave  it  to  natural  heirs ;  if  a  man  has  no  naiunl 
heirs,  or  none  whom  he  considers  worthy,  it  is  a  natural  extension  of  his  privilege: 
to  leave  his  property  to  friends  or  protigis  in  whom  he  takes  an  interest,  or  i»ho 
may  have  done  him  service  during  his  life.  So  far,  the  State  has  neither  interest, 
nor  real  power,  to  interfere  with  the  will  of  testators.  The  disposition  of  property, 
as  long  as  it  goes  to  individuals,  does  no  harm  to  the  State  nor  to  society.  The 
important  matter  in  this  disposition  is  that  the  property  is  left  umier  the  controi  of 
living  proprietors,  who  are  subject  not  only  to  the  control  of  the  State,  but  to  the 
social  influences  of  their  day ;  and  as  neither  the  State  nor  society  has  in  any 
circumstances  the  choice  of  proprietors,  the  proprietors  chosen  by  testamentary 
disposition  are  just  as  likely  to  be  good  and  useful  proprietors  as  any  others.  So 
far,  the  State  has  neither  right  nor  interest  to  interfere.  But  some  proprietor^ 
prefer  to  leave  their  property  not  to  individuals,  but  to  causes,  or  interests,  of  a 
more  or  less  public  character,  in  which  they  are  interested.  Society  profits  largely 
by  this  inclination,  and  it  would  obviously  not  be  the  interest  of  the  State  to 
prohibit  its  operation.  But  here  a  remarkable  disposition  begins  to  manifest  itM.'lt 
in  testators,  which  is  opposed  not  only  to  the  interests  of  the  State,  but  to  those  <  i 
society  itself.  Every  testator  who  has  an  object  at  heart  proposes  to  promote  tha: 
object  in  perpetuity.  It  never  seems  to  occur  to  any  of  them  to  inquire  whether 
in  equity  his  control  of  a  particular  portion  of  the  property  of  this  globe  extends 
to  the  cm]  of  time  or  not.     If  this  inquiry  were  made,  the  brevity  of  human  lite 
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Undeterred  by  these  speculative  views,  Mr.  Mill  enthusi- 
astically advocates  an  individual  tenure  of  property  in  favour 
of  peasant  proprietors.     To  show  that  such  a  tenure  is  the 

might  furnish  a  strong  presumptive  argument  in  favour  of  a  negative  conclusion ; 
but  it  never  seems  to  have  su^ested  itself  to  any  testator.  Hence  the  scheme 
which  the  testator  wishes  to  promote,  he  purposes  to  promote  to  the  end  of  time. 
Apart  from  any  question  of  abstract  right,  there  are  important  considerations  that 
might  present  themselves  to  those  who  purpose  to  dispose  of  their  property  in  this 
way,  and  which  might  be  expected  to  suggest  themselves  to  any  prudent  man.  I 
shall  instance  two  of  these  considerations.  When  a  man  is  sensible  of  a  want  in 
society,  and  is  anxious  to  provide  for  it,  it  seems  the  most  economical  plan  would 
be  to  apply  the  utmost  force  he  can  command  immediately  to  the  purpose.  Sup- 
pose there  is  a  want  of  education  or  of  religion,  the  best  plan  would  seem  to  be  to 
make  at  once  as  many  educated  or  religious  men  as  possible,  and  trust  to  them 
for  the  propagation  of  the  same  advantages.  But  it  would  seem  that  all  testators 
have  an  absolute  want  of  faith  in  the  wisdom  or  charity  of  their  successors ;  and 
they  forego,  accordingly,  the  good  they  might  do  to  their  immediate  successors,  in 
order  to  secure  the  permanent  transmission  of  a  much  smaller  good  against  the 
ingpratitude  and  inconsideration  of  these  successors.  The  other  consideration  is 
stiU  more  important  A  man  may  be  an  excellent  judge  of  what  is  good  for  his 
own  age ;  he  may  even  be  able  to  form  a  very  competent  opinion  of  what  will  be 
beneficial  for  the  age  that  follows  his  own  ;  but  if  any  wise  man  were  asked  what 
opinion  his  neighbour  could  form  of  the  particular  wants  of  the  twentieth  genera- 
tion after  his  decease,  he  would  have  little  hesitation  in  answering.  Not  the 
slightest ;  but  though  many  testators  are  shrewd  men,  none  of  them  ever  succeeds 
in  discovering  this  for  himself.  One  of  them  wishes  to  perpetuate  his  own  religious 
opinions ;  another  has  an  educational  crotchet,  and  wishes  to  render  it  permanent ; 
a  third  has  a  fancy  for  a  particular  name,  and  wishes  to  make  its  possessors  happy, 
not  in  their  own  way,  but  in  his.  To  none  of  them  does  it  occur  that  if  his  object 
is  a  wise  one,  it  may  ultimately  com6  to  be  provided  for  without  his  aid ;  but 
each  holds  that  without  a  money  guarantee  for  its  perpetuity,  his  wisdom  will  die 
with  him.  He  therefore  appoints  trustees  for  the  Tom,  Dick,  or  Harry  bequest, 
and  such  means  as  he  is  able  to  leave  are  directed  to  be  put  in  the  most  permanent 
form,  in  order  that  the  latest  ages  may  admire  the  piety  and  wisdom  of  the  testator. 
Now  this  concerns  the  State  and  society,  not  merely  as  a  disposition  of  property, 
but  as  a  claim  to  the  right  of  private  legislation ;  and  of  legislation  of  a  kind  that 
the  most  autocratic  of  public  legislators  never  dreams  of  laying  claim  to  ;  irrevoc- 
able legislation  for  all  time. 

The  inconveniences  of  this  private  legislation  have  oflen  compelled  the  inter- 
ference of  our  Legislature ;  but  for  want  of  any  direct  recognition  of  the  evil,  that 
interference  has  commonly  taken  the  form  of  apparently  arbitrary  interference  with 
the  rights  of  property,  and  accordingly  has  awakened  jealousies  and  excited 
dangers  of  interference  with  property  in  other  directions,  which  ought  not  to  have 
been  excited  by  measures  of  so  necessary  a  kind.  Now  it  would  seem  that,  in 
order  to  remedy  this  disorder,  it  is  not  necessary  to  interfere  with  the  rights  of 
private  property,  or  in  any  way  to  dictate  its  disposition  on  the  part  of  the  State. 
Let  it  only  be  granted  that  the  foresight  of  individual  testators  is  not  so  great  as 
their  own  opinion,  I  will  not  say  of  their  general  wisdom,  but  of  the  infallibility  of 
their  favourite  notions  implies,  and  the  course  of  legislation  appears  to  be  plain. 
A  period  of  proscription  ought  to  be  fixed  for  the  validity  of  all  wills  that  attempt 
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natural  outcome  of  existing  proprietary  laws  he  appeals  to  its 
prevalence  on  the  Continent  From  a  variety  of  causes  it 
happens  that  the  organization  of  industry  is  much  less 
advanced  on  the  Continent  of  Europe  generally  than  in  this 
country;  and  from  some  causes,  chiefly  political,  the  sub- 
division of  land  has  been  peculiarly  favoured  on  large  districts 
of  the  Continent  But  from  the  evidence  collected  by  the 
admirers  of  peasant  proprietorship  one  thing  stands  out  with 
great  clearness,  that  wherever  this  tenure  of  property  exists, 
unless  it  is  founded  on  compulsory  laws,  it  exists  only  as  a 
state  of  transition. 

The  advocates  of  peasant  proprietorship  do  not  contend 

to  determine  the  destination  of  property  in  perpetuity.    Suppose  the  period,  which 
ought  not  much  to  exceed  a  generation,  should  be  fixed  at  forty  years.     When'thLs 
period  expired,  the  State  should  claim  no  direct  control  of  the  property,  whii  h 
should  still  remain  at  the  disposal  oi  the  trustees  for  the  purposes  indicated  by  the 
testator.     But  the  particular  provisions  of  the  w\U  should  then  cease  to  be  binding, 
and  the  trustees  should  be  compelled,  before  the  expiration  of  the  period  of  pro- 
scription,  under  penalty  of  forfeiture  of  the  property,  to  come  into  a  court 
appointed,  with  a  scheme  of  incorporation  for  the  purpose  of  carrying  out  the 
purposes  of  the  testator.     This  scheme  should  contain,  tirst,  the  declaration  of  the 
object  or  objects  of  the  trust ;  and  secondly,  the  organization  by  which  it  was  to 
be  carried  out     The  object  ought  to  contain  solely  the  various  purposes  for  which 
the  testator  has  left  his  money  or  property,  all  particular  regulations  or  restrictions 
as  to  the  means  of  carrying  out  these  objects  being  abolished.    In  like  manner  any 
preference  expressed  by  the  testator  for  one  object  over  another  should  be  can- 
celled, as  being  matters  of  detail,  of  which  living  men  are  more  competent  to 
judge  than  a  man  long  dead.    The  special  object  of  the  re-formation  of  the  tnist, 
however,  ought  to  be  the  cancelling  of  all  provisions  of  the  original  trust  by  which 
the  immediate  use  or  investment  of  the  funds  was  controlled.     The  objects  of  the 
trust  being  approved  of  by  the  court,  the  whole  funds  ought  to  be  at  the  absolute 
disposal  of  the  trustees  for  the  promotion  of  these  objects  ;  and  while  the  trustees 
would  always  during  the  continuance  of  the  trust  have  the  power  to  apply  these 
funds  for  any  of  the  objects  assigned  by  the  testator,  if  they  should  deem  at  any 
time  that  all  of  these  objects  had  become  effete,  they  should  be  at  liberty  to  apply 
to  court  for  power  to  substitute  for  them  any  analogous  objects.     In  this  way  any 
interference  of  the  State  with  private  property  would  be  obviated  ;  and  the  great 
object  of  such  interference,  the  securing  that  property  should  not  be  tied  up  in 
perpetuity  for  objects  which  had  ceased  to  have  any  relation  to  the  current  life  of 
society,  would  be  secured.     If  the  objects  of  a  trust  were  wise,  and  if  it  were 
wisely  administered,  it  would  probably  secure  perpetuity ;  if  it  were  otherwise,  it 
would  fail  to  secure  the  personal  influence  and  support  necessary  to  perpetuate  it ; 
its  funds  would  be  dissipated,  and  its  permanent  property  liberated  for  better 
uses.     Means  might  be  taken  to  secure  publicity  for  the  proceedings. of  lapses! 
trusts,  and  a  public  audit  of  their  accounts  at  their  own  expense. 
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that  the  sub-division  of  property  tends  absolutely  to  economy 
of  labour,  that  is,  that  with  equal  labour  small  properties  yield 
as  good  returns  as  large.     On  the  contrary  they  defend  them- 
s  elves  with  great  pains  against  the  known  economical  results 
of  subdivision  of  labour  as  applied  to  the  cultivation  of  land  ; 
and  while  a  great  deal  of  their  argument  is  special  pleading 
in   extenuation  of  these  advantages,  the  main  part  of  the 
aggressive  or  counter  argument  amounts  to  this,  that  the 
*  magic  of  property,'  it  is  Mr.  Mill  who  quotes  the  expres- 
sion with  affectionate  admiration,  produces  such  watchful- 
ness,  attention    and   laborious   zeal    to  turn   everything  to 
the  utmost  account,  that  the  result  is  incomparably  superior 
to  anything  the  higher  organization  can  approach.     Whether 
tjie  avaricious  grubbing,  which  the  enthusiasm  of  the  admirers 
of  this  system  delicately  disguises  in  terms  of  eulogy,  is  a 
desirable  consummation  as  the  final  state  of  industry,  I  leave 
others  to  judge.    What  I  wish  to  point  out  is  the  means 
which  these  philanthropists  seem  desirous  of  taking  to  make 
it  final.     It  requires  much  less  than  the  capacity  of  a  philo- 
sopher to  perceive  that  the  object  of  all  this  incessant  toil  is 
not  merely  to  provide  for  the  wants  of  the  passing  day.     If 
this  were  all,  the  peasant  would  be  much  better  off  as  a 
labourer  than  as  a  proprietor.     No  practical  master  would 
make  him  work  so  hard  as  his  theoretical  masters  do.     But 
his  object  is  not  maintenance,  but  wealth.     The  much-loved 
peasant  proprietor  is  striving  with  all  his  might  to  become 
that  most  hated    object,   a  proprietor  without    the    prefix 
peasant.     Considering  the   natural   vicissitudes  of  life,  and 
the  ordinary  inequalities  of  skill,  application  and  enterprise, 
it  is  obvious  that  in  this  struggle  one  must  succeed   and 
another  fail.      The  theory  of  peasant   proprietorship  may 
tolerate  occasional    failure ;    but   it  cannot    abide  success. 
Thus  the  maintenance  of  the  system  depends  on  the  frus- 
tration of  the  hopes  which  give  it  vitality.    The  peasant 
proprietor  is  to  struggle  continually  for  wealth,  not  know- 
ing that  he  is  ordained   to  perpetual  poverty.    It  is  well 
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that  his  incessant   labour  does  not  allow  him  much  scope 
for  mental  cultivation. 

The  historical   argument  in   its  subtlest   form  is  usually 
advanced  in  favour  not  of  any  individual,  but  of  some  com- 
munistic  theory  of  property  ;  but  we  may  take  a  glance  at  it 
here  in  passing.     Much  laborious  research  has  been  expended 
to  show  that  the  original  tenure  of  property  was  collective  not 
individual,  the  title  was  in  the  tribe  not  in  the  person.     M.  de 
Lavelaye,  who  warmly  admires  the  communistic  tenure,  finds 
it  a  knotty  question  how  to  dispose  of  the  outside  growth  of 
landless  population  after  all  the  property  is  distributed  among 
select  communities.     What  these  historical  students  omit  to 
tell  us,  however,  is  what  happens  whenever  an  active  spirit 
of  enterprise  arises  in  a  community.     It  is  then  found  at  once 
that  all  communistic  principles  are  unworkable,  and  every 
tenure  but  the  individual  one  speedily  sinks  into  insignifi- 
cance.    If  the  original   tenure  of  property,  then,  was  com- 
munistic, a  proposition  for  which  the  historical  evidence  is  to 
say  the  least  doubtful,  the  historical  testimony  is  clear  on  one 
point  at  least,  that  the  ultimate  tenure  is  individual. 

It  seems  also  clear,  from  the  natural  tendency  of  industrial 
competition,  that  individual  property  will  not  lead  to  the  sub- 
division called  peasant  proprietorship,  unless  it  is  specially 
trained  and  restricted  to  do  so.  Of  the  various  modes  pro- 
posed for  thus  training  it,  the  most  important  to  be  con- 
sidered here,  because  the  most  simple,  gradual,  and  seemingly 
innocent,  is  that  proposed  by  Mr.  Fawcett.  Mr.  Fawcett's 
proposal  'is  to  do  away  with  the  presumption  of  the  law  in 
the  disposal  of  real  property  in  favour  of  primogeniture,  and 
provide  that  when  a  man  dies  intestate  his  property  should  be 
divided  among  his  children.  I  am  precluded  by  Mr.  Fawcett's 
express  declaration  from  supposing  that  he  regards  this 
merely  as  the  thin  end  of  the  wedge  ;  but  like  many  others 
of  his  school,  his  mild  proposals  are  ill-proportioned  to  his 
strong  language,  and  I  fear  his  teaching  would  not  induce 
others  to  stop  where  he  proposes  to  stop  himself     He  regards 
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primogeniture  as  unnatural,  and  bad,  *  wicked  *  and  *  mischiev- 
ous *  are  the  epithets  he  applies  to  a  law  intended  to  support  it. 
I   do   not   believe   that  Mr.  Fawcett's   measure  would  be 
effectual ;  I  do  not  believe  that  anything  short  of  the  entire 
abolition  of  primogeniture  and  of  the  right  of  testamentary 
disposition,  anything  short  of  the  enforcement  by  the  State 
of  an  equal  division  among  heirs,  would  be  sufficient  to  balance 
the  tendency  to  accumulation  which  under  the  influence  of 
the  free  disposal  of  property  goes  on  during  the  life-time  of 
individuals  of  the  industrial  classes.     But  I  would  ask,  what 
right  has  Mr.  Fawcett  to  claim  even  such  a  concession  to  the 
subdivision  of  property  as  he  does  ?     I  am  willing  to  grant, 
as  an  economical  principle,  that  the  transmission  of  property 
should  be  made  as  free  as  a  respect  to  proprietary  rights  will 
permit  it  to  be  made  ;  but  I  deny  that  there  is  any  economi- 
cal reason  why  the  State  should  favour  the  subdivision  more 
than  the  accumulation  of  property.     I  decline  to  discuss  with 
Mr.  Fawcett  whether  the  law  of  primogeniture  is  'bad,  wicked 
and  mischievous.'     My  subject  is  economy,  and  I  cannot  take 
such  high  ground  as  morality,  or  even  enter  upon  general 
politics ;  but  when  Mr.  Fawcett  says  *  a  man  cannot  instinc- 
tively feel  that  he  ought  to  leave  all  his  real  property  to  his 
eldest  son,  and  thus  enrich  one  child  and  impoverish  all  the 
rest,*  he  means,  I  presume,  to  affirm  that  primogeniture  is 
unnatural,  and  this  comes  within  my  province.     I   must  first 
notice  an  exaggeration  in  Mr.   Fawcett's  statement,  that  a 
man  should  leave  all  his  real  property  to  his  eldest  son  does 
not  necessarily  imply  that  he  should  impoverish  all  the  rest. 
There  are  other  valuable  possessions  besides  real  property,  or 
property  of  any  kind.     Primogeniture  does  not  even  imply 
that  a  man  should  leave  ALL  his  real  property  to  his  eldest  son, 
and  if  Mr.  Fawcett  had  confined  himself  to  arguing  against 
this  as  an  abuse  of  primogeniture,  I  should  have  had  nothing 
to  say  to  him.     To  argue  from  abuse  against  use  is  common 
enough  with  the  partizans  of  extreme  doctrines,  whose  pre- 
judices make  them  blind  to  accurate   distinctions  ;  but  the 
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very  excess  to  which  the  principle  is  carried  might  have  shown 
Mr.  Faweett  how  natural  it  is ;  and  if  he  wishes  to  be  an 
economist  he  must  take  natural  principles,  good  or  bad  as 
they  are,  and  not  attempt  to  thrust  his  own  notions  in  their 
place. 

The  question  of  the  naturalness  of  primogeniture  cannot 
be  solved  in  the  manner  in  which  Mr.  Faweett  attempts  to 
solve  it     He  gives  in  fact  no  reason  for  his  opinion  except 
the  strong  expression  of  his  dislike,  and  I  fear  Mr.  Fawcett's 
political  passions  prevent  his  inquiring  in  the  right  quarter  to 
get  a  true  answer  to  his  problem.    To  whom  is  it  we  are  to 
suppose  primogeniture  to  be  natural  or  unnatural  ?     Not 
surely  to  those  who  have   nothing  to  leave.    Mr.   Faweett 
refers  to  custom  for  the  prevalence  of  primogeniture.    I  often 
wonder  in  reading  the  speculations  of  philanthropic  theorists 
whence  the  customs  from  which  so  many  bad  things  spring  ori- 
ginate.   I  can  imagine  that  Mr.  Faweett  might  easily  assemble 
a  mob  of  landless  theorists  to  denounce  primogeniture  as  un- 
natural ;  but  I  suspect  if  he  were  to  bestow  a  few  good  estates 
on  some  of  his  more  zealous  supporters,  their  views,  or  those  of 
their  immediate  descendants,  on  the  question  would  be  seriously 
modified.     Human  society  is  the  result  of  a  variety  of  human 
wants ;  but  it  would  be  an  accurate,  though  partial  view  of 
political  society,  to  say  it  was  a  combination  of  proprietors 
for  mutual  protection.     It  is  by  this  class  that  the  laws  of 
property  have  been  mainly  framed ;  and  these  laws,  accordingly, 
faithfully  express  the  feelings  and  instincts  of  the  class.    How 
far  these  ought  to  be  modified  by  the  interests  of  other  classes, 
is  a  question  which  it  is  unnecessary  here  to  discuss.     It  is 
sufficient  that  the  theory  I  condemn  is  not  conceived  in  the 
broad  and  statesmanlike  spirit  which  is  indispensable  to  sound 
legislation,  and  that  the  economical  grounds  urged  on  behalf 
of  it  are  without  validity.     In  any  legislation  upon  the  laws 
of  property,  the  tendencies  and  inclinations  of  those  primarily 
concerned,  the  holders  of  property,  must  be  consulted,  or  the 
legislation  will  violate  the  first  principles  of  sound  govern- 
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ment  in  opposing  the  natural  tendencies  of  human  nature, 
and  will  prove  a  source  of  danger  to  the  community.  If  the 
natural  tendency  of  landowners  is  to  favour  primogeniture, 
the  law  ought  to  favour  it ;  as  the  disposal  of  property  is  pro- 
perly a  private,  and  not  a  public  concern.  The  State  does  not 
give  the  natural  right  to  hold  property,  and  it  cannot  take  it 
away.  '  If  it  attempts  to  do  so,  the  attempt  will  be  certain 
sooner  or  later  to  recoil  on  social  organization,  and  conse- 
quently upon  industry. 

The  last  class  of  remedies  we  have  to  consider  is  that  of 
mechanical  and  reactionary  expedients.  These  may  be  very 
briefly  disposed  of. 

What  I  have  called  mechanical  remedies  consists  in  pro- 
posals to  fix  scales  of  wages  according  to  various  prices  of 
goods.  This,  of  course,  limits  itself  to  obviating  the  incon- 
veniences of  strikes,  and  affbrds.no  guarantee  that  the  re- 
muneration of  labour  will  really  be  adequate.  But  the 
insuperable  objection  to  the  whole  scheme  is  that  it  is  simply 
unworkable.  I  need  not  be  told  in  reply  to  this  that  it  has 
been  tried  and  found  to  work.  I  know  that  anything  can  be 
done  on  an  experimental  scale  ;  but  I  speak  of  general 
workabilit}\  What  power,  in  the  first  place,  is  to  enforce  the 
scale,  and  render  it  sufficiently  favourable  to  the  labourers  ? 
Evidently  the  union  must  stand  behind  with  its  weapon  the 
strike  in  its  hand  to  do  this,  or  the  proposal  of  a  fixed  scale 
will  -have  no  efficacy.  In  this  respect  the  scheme  stands  on 
no  better  footing  than  arbitration.  It  is  conceivable  that 
under  the  embarrassment  of  impending  strife  employers  may 
submit  to  such  an  arrangement ;  but  it  is  inconceivable  that 
they  should  adhere  to  it,  unless  the  scale  is  unduly  favourable 
to  themselves,  for  if  not  unduly  favourable,  it  is  certain  at 
times  from  its  mechanical  nature  to  gall  them  unduly,  and 
against  this  some  of  them  must  and  will  rebel.  The  time  of 
endurance  may  be  longer  or  shorter  according  to  the  fluctua- 
tions of  the  trade  in  which  it  is  received  ;  but  sooner  or  later 
it  will  come  to  an  end.     The  scheme,  in  short,  partakes,  with 
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the  aggravation  of  permanent  and  unremitting  enforcement, 
of  the  principle  of  blind  and  outside  dictation,  which  is  the 
great  vice  of  strikes  and  of  arbitration.  What  is  the  price  of 
a  commodity  ?  The  price  of  yesterday  is  not  the  price  of  to- 
day, and  the  price  of  to-day  will  not  be  the  price  of  to-morrow. 
In  order  to  know  what  will  be  the  price  of  any  commodity, 
the  producer  must  know  when  he  will  be  able  to  sell  it.  Into 
the  future  price  enter  all  the  contingencies  already  mentioned, 
which  require  the  special  skill  of  the  experienced  employer  to 
calculate.  As  long  as  production  is  speculative,  and  it  can 
never  be  otherwise  under  competition,  or  indeed  under  any 
conceivable  mode  of  supplying  the  wants  of  society,  no  dicta- 
tion can  be  more  crude  than  that  of  attempting  to  fix  the 
wages  of  labour  by  the  existing  price  of  commodities. 

The  reactionary  scheme  of  piece-work  is  in  great  favour 
with  employers,  and  many  specious  and  strong  objections 
have  been  brought  against  it  by  labourers;  but  the  main 
objection,  though  for  obvious  reasons  they  have  not  brought 
it  prominently  forward,  is  that  it  destroys  union  and  restores 
unrestricted  competition.  It  is  in  vain  that  its  advocates 
point  to  the  high  wages  earned  by  it,  and  contrast  it  favour- 
ably in  this  respect  with  time-work.  The  plain  point  of  the 
matter  is  that  it  strikes  at  the  root  of  union,  and  throws  the 
labourer  on  his  individual  resources ;  and  union  destroyed,  it 
affords  no  guarantee  against  the  exhaustive  effects  of  com- 
petition in  protracting  the  duration  and  diminishing  the 
remuneration  of  labour. 


BOOK     III. 

ON  THE  PERMANENT  AND  TEMPORARY 
CONDITIONS  OF  INDUSTRY  IN  ITS 
EXISTING  ORGANIZATION. 


CHAPTER    I. 

ON   THE  INDIVIDUAL  TENURE  OF   PROPERTY. 

WE  have  still  to  find  a  practical  remedy  for  the  evils  we 
have  been  considering  in  harmony  with  the  theo- 
retical views  propounded  in  the  previous  part  of  this  treatise. 
It  may  seem  to  some,  perhaps,  that,  in  clearing  away  ob- 
structions, I  have  increased  the  difficulties  of  the  question. 
I  have  at  all  events  not  disguised  these  difficulties,  as  I  have 
no  desire  to  give  a  factitious  importance  to  any  illusive 
remedy  by  a  partial  and  superficial  consideration  of  the  case. 
It  is  with  the  labourer  in  his  unprovided  condition,  with 
nothing  but  his  labour  to  depend  upon,  that  we  have  to 
deal.  The  problem  is  how  to  make  this  condition  at  least 
a  tolerable,  and  if  possible,  a  comfortable  and  happy  one. 
It  is  very  easy,  and  it  is  very  common,  to  grow  impatient 
of  the  difficulties  of  this  problem,  and  to  attempt  to  solve  it 
by  a  tour  de  force;  to  assert  that  society  has  fallen  into  evil 
ways  ;  that  the  condition  of  the  labourer  is  the  result  of  the 
tyranny  of  a  minority  ;  and  that  it  only  requires  to  give  men 
their  equal  and  legitimate  rights  in  order  to  do  away,  if  not 
with  all  inequalities,  at  least  with  all  dependence  of  one 
class  on  another.  From  all  such  extreme  and  revolutionary 
theories,  however  plausibly- insinuat^dr+dm^Qt.     I  hold  that 


480  THE  ECONOMY  OF  CONSUMPTION.  [BOOK  III. 

the  constitution  of  society  is  in  the  main  the  result  of  natural 
causes ;  and  that  if  any  of  these  speculative  dreamers  of 
social  reconstruction,  whether  of  the  mild  and  gradual,  or  of 
the  sudden  and  violent  type,  could  have  his  way,  the  result 
would  equally  be  to  throw  back  the  organization  of  society  to 
a  stage  more  or  less  imperfect  according  to  the  degree 
of  interference,  only  that  it  might  resume  its  course  and 
slowly  advance  to  its  former  position  as  soon  as  the  restraint 
was  removed.  On  the  whole,  I  prefer  the  rude  practical 
innovators  who  call  themselves  socialists,  communists  or 
radicals  (non-philosophical),  to  the  specious  and  insinuating 
false  reasoners  who  present  their  more  dangerous  schemes  in 
the  name  of  morality,  economy  or  philanthropy. 

While  I  hold  that  the  actual  constitution  of  society  and 
of  industry  is  the  result  of  natural  causes,  I  hold  also  that 
society  is  progressive,  and  that,  as  I  have  already  indicated, 
some  things  in  the  existing  organization  of  industry  are  the 
result  of  permanent  natural  causes,  and  are  therefore 
permanent,  while  others  are  the  result  of  temporary  or  inci- 
dental causes,  and  are  therefore  susceptible  of  change.  This 
forms  the  basis  of  the  remaining  inquiry  ;  and  in  order  that 
it  may  be  conducted  effectively  it  will  be  well  to  distinguish 
clearly  between  what  is  permanent  and  what  is  not  I 
regard  the  individual  tenure  of  property  as  resting  on  an 
unalterable  instinct  of  human  nature.  The  legal  fiction 
by  which  under  feudal  law  and  similar  customs  the  superi- 
ority of  all  land  is  held  to  be  vested  in  the  Crown  or  State, 
I  regard  not  as  antecedent  to,  but  as  derived  from  the 
principle  of  individual  acquisitiveness.  The  State,  like 
every  other  corporation,  derives  its  principles  of  action 
from  the  individuals  of  which  it  is  composed.  If  the 
State  is  acquisitive,  it  is  simply  because  every  individual 
composing  the  State  is  acquisitive  ;  and  the  acquisitiveness  of 
the  State  has  not  a  higher  sanction,  or  anterior  right,  to 
the  individual  acquisitiveness  from  which  it  is  derived. 
Hence  the  State  can  give  no  authority  to  hold  property  to 
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any  man,  other  than  that  which  the  State  derives  from  him. 
It  can  only  confirm  him  in  a  right  which  he  already 
possesses.  The  only  superior  sanction  which  the  State  has 
in  regard  to  the  tenure  of  property,  is  that  which  is  derived 
from  superiority  of  strength.  It  is  this  which  renders 
effectual  the  claim  of  a  State  to  any  new  territorj"  discovered 
by  its  subjects.  The  discoverers,  provided  there  are  no 
lawful  owners,  might  just  as  reasonably  claim  the  territory 
for  themselves ;  but  they  could  have  no  claim  in  this  case  to 
the  protection  of  their  own  State,  within  which  their  new 
territory  does  not  lie  ;  and  without  protection  they  could  not 
make  good  their  claim,  or  turn  it  to  any  profitable  account. 

The  tenure  of  property  is  not,  indeed,  regulated  directly  by 
abstract  principles,  but  by  considerations  of  power  and  prac- 
tical convenience ;  but  the  tendency  in  a  settled  state  of 
things  is  always  in  the  direction  of  the  abstract  principle 
already  laid  down  ;  and  though,  in  the  first  settlement  of  a 
State,  the  principle  of  common  rights  may  to  some  extent 
prevail,  the  gravitation  is  always  towards  the  separation  and 
definition  of  rights  ;  so  that  the  claim  of  the  State  becomes 
more  and  more  vague  and  theoretical. 

The  undisturbed  tenure  of  private  property  necessarily  leads 
to  inequalities  in  the  distribution  of  property ;  and  this  is 
another  of  the  permanent  conditions  of  the  organization  of 
industry.  The  inequalities  may  be  greater  or  less,  but  in 
general  they  will  be  such  as  to  leave  the  mass  of  the  popula- 
tion dependent  on  their  own  labour  for  subsistence,  while  the 
means  of  exercising  their  labour  to  advantage  is  in  the  pos- 
session of  others.  This  is  the  state  of  things,  the  apparent 
hardness  of  which  has  stumbled  so  many  philanthropists, 
politicians  and  even  economists.  It  may  be  well,  therefore, 
after  all  that  has  been  said  of  the  vanity  of  alternative 
schemes,  to  bestow  a  little  more  preliminary  attention  on 
it  here. 

The  origin  of  property  is  a  recondite  question,  but  however 

and  whenever  it  may  have  originated,  it  would  be  long  before 
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the  possession  of  real  property  could  be  of  such  value  as  to 
be  capable  of  being  used  by  any  one  for  purposes  of  oppres- 
sion.     It  would   only  be  when  population  had  become  so 
dense  as  to  press  somewhat  on  natural  resources  that  the 
opportunity  of  such  an  application  of  it  could  arise.     I  can 
hardly,  however,  conceive  of  a  state  of  society  in  which  pro- 
perty had  no  value.     Supposing  the  human  race  to  have  con- 
sisted of  a  single  family,  that  family  would  fix  its  home  at 
some   particular    point,  and   the  value   of    property  would 
depend   upon    its   proximity  to  the  domicile.      If   several 
members  of  this  family  should   set   up   for  themselves   as 
the   founders  of  new   social  formations,  and   should   select 
their  respective  heritages,  they  must,  for  the  convenience  of 
society,  choose  within  a  reasonable  distance  of  the  paternal 
domain.     The  number  of  sites  within  a  given  range  would  be 
limited,  and  these  would  all  have  their  own  peculiar  advan- 
tages and  their  own  distinctive  features.     Suppose  the  advan- 
tages of  one  to  exceed  those  of  others,  it  would  have  a  value 
for  this  reason  alone.     Suppose  all  to  be  equal,  and  that  one 
individual  had  the  priority  of  choice,  when  he  had  chosen  one 
site  it  would  acquire  an  adventitious  value  in  the  eye  of  envy 
from  the  mere  circumstance  that  it  could  not  be  procured 
Nomadic  habits,  or  the   common  tenure  of  a  tribe,  would 
only  modify,  without  essentially  affecting  these  conditions. 

As  such  a  society  progresses,  the  value  of  property,  we 
may  suppose,  would  gradually  increase.  The  head  of  each 
family  would  organize  a  rude  system  of  industry,  pastoral  or 
agricultural  as  the  case  might  be,  and  the  younger  members 
of  the  tribe  rather  than  move  farther  off  to  form  new  settle- 
ments, would  probably  be  content  for  a  time  to  assist  in  the 
working  of  the  schemes  of  the  established  members  on  such 
terms  as  might  be  mutually  agreed  on.  The  conditions,  how- 
ever, could  not  be  onerous,  as  the  service  would  be  purely 
voluntary  as  long  as  there  was  abundant  scope  for  the  forma- 
tion of  new  establishments.  Already,  however,  there  are  the 
indications  of  two  opposite  tendencies,  the  tendency  towards 
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a  centre  caused  by  the  desire  of  society  and  co-operation,  and 
of  which  the  immediate  result  is  a  pressure  of  population  and 
a  consequent  rise  of  values  ;  and  a  tendency  from  the  centre 
towards  the  formation  of  new  settlements,  caused  by  this 
pressure  of  population  and  rise  of  values.  As  society  pro- 
gresses the  migratory  movement  requires  continually  increas- 
ing efforts  to  initiate,  and  pressure  of  population  becomes 
heavier.  Interests  at  the  same  time  become  more  compli- 
cated. Fraud  steals  in,  usurpation  and  violence  arise.  Civil 
societies  are  organized  for  protection.  Future  wants  are 
anticipated,  and  all  available  territory  is  appropriated  or 
claimed  by  some  rising  power.  From  this  time  the  proprie- 
tory class  rises  into  predominance,  and  the  non-proprietory 
sinks  more  or  less  completely  into  industrial  subjection. 

We  have  now  society  constituted  in  an  advanced  stage,  and 
that  which  strikes  most  observers  in  the  process  is  the  inci- 
dental circumstance  that  the  rise  of  one  class  and  the  subjec- 
tion of  another  is  accelerated,  or  ostensibly  carried  on,  by  a 
series  of  acts  of  usurpation,  fraud  and  violence.  But  it  is 
clear  that,  independently  of  any  such  agencies,  the  natural 
tendency  of  the  social  development  is  in  the  direction  indi- 
cated. It  is  the  natural  tendency  to  the  predominance  of  a 
class  that  gives  impunity  to  fraud  and  renders  usurpation 
effectual ;  and  while  those  incidental  causes  may  accelerate 
the  movement  to  subjection,  and  perhaps  aggravate  the 
severity  of  the  yoke  ultimately  imposed,  they  do  not  create 
the  movement  itself,  but  only  take  advantage  of  a  natural 
movement  for  wrong  and  nefarious  ends. 

Against  these  excesses  of  the  subjective  movement,  there  is, 
as  soon  as  law  and  order  are  established,  a  natural  and  neces- 
sary reaction.  But  before  the  period  of  reaction  comes, 
society  may  have  been  deeply  degraded,  and  the  process  of 
recovery  may  be  slow,  attended  with  many  convulsions,  and 
exposed  to  constant  danger  of  reaction  on  the  one  hand  and 
of  anarchy  on  the  other. 

It   is   in   these  circumstances,  which  are  those  that  dis- 
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tinguish  the  state  of  society  in  which  we  at  present  exist, 
that  timid,  rash  and  speculative  minds,  becoming  impatient 
of  a  movement  which  they  do  not  comprehend,  strive  to 
repudiate  for  the  sake  of  empirical  remedies,  the  natural 
conditions  of  social  organization ;  and  it  is  their  speculative 
schemes  that  we  must  endeavour  to  distinguish  from  the 
natural  development  towards  rational  liberty,  founded  on  the 
harmonization  of  opposing  interests,  in  which  the  progress  of 
society  properly  consists. 

Of  these  speculative  theories,  the  simplest  and  the  most 
extreme  is  that  which  asserts  broadly  the  inalienable  equality 
of  human  rights.  According  to  this  theory  property  belongs 
to  all,  and  can  never  be  claimed  by  any  individual  to  the 
exclusion  of  others.  To  say  nothing  of  its  impracticability, 
this  theory  in  its  naked  form  is  liable  to  insuperable  objec- 
tions. It  takes  away,  as  far  as  consequences  are  concerned, 
all  responsibility  from  the  most  responsible  of  human  actions, 
the  bringing  of  new  beings  into  the  world.  According  to  the 
general  concurrence  of  human  opinion,  there  are  good  and 
bad,  lawful  and  unlawful  ways  of  proceeding  in  this  matter ; 
but  this  theory  makes  no  account  of  the  difference  between 
such  modes  of  procedure  as  rape,  incest,  adultery  and 
marriage.  Even  in  respect  to  marriages  there  is  a  wide 
difference,  and  one  that  ought  to  weigh  heavily  in  economical 
consideration,  in  the  different  degrees  of  prudence,  self-denial 
and  foresight  with  which  they  are  contracted.  Is  it  of  no 
concern  to  society  that  men  should  be  taught  to  exercise 
prudence  in  a  matter  of  this  importance  ?  and  how  is  this  to 
be  taught  if  the  man  who  has  twenty  children  is  to  have  them 
provided  for  on  precisely  the  same  footing  as  the  man  who 
has  two  ?  It  is  clear  that  this  principle  of  abstract  equality 
does  not  accord  with  reason,  and  consequently  it  does  not 
accord  with  human  nature ;  yet  how  often  have  misguided 
enthusiasts  succeeded  in  rousing  the  passions  of  men  by 
appeals  to  this  visionary  equality ! 

Vain  as  this  speculation  is,  and  dangerous  as  it  has  proved 
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in  the  hands  of  unscrupulous  agitators  to  be,  the  conception 
of  equality  is  still  dear  to  the  revolutionary  heart,  and  many 
attempts  have  been  made  to  modify  and  disguise  it,  so  as 
to  deprive  it  of  some  of  its  more  dangerous  qualities,  and 
win  for  it,  if  possible,  in  a  more  plausible  garb,  the  approval 
of  reason.  I  have  already  expressed  my  opinion  of  the 
inefEcacy  of  Mr.  Fawcett's  partial  scheme,  and  the  impos- 
sibility of  its  being  regarded  as  final  by  those  on  whose 
behalf  he  advocates  it  The  scheme  of  which  it  is  a  modifi- 
cation, though  far  less  likely  to  be  dangerous  in  this  country, 
is  in  itself  more  worthy  of  consideration,  because  it  is  a 
more  thorough  and  consistent  representation  of  a  principle : 
I  mean  the  compulsory  division  of  property  among  direct 
heirs.  This  is  a  comprehensible  modification  of  the  theory 
of  abstract  right ;  it  renders  it  more  feasible,  because  it  is 
consistent  with  private  tenure  of  property  and  a  spontaneous 
organization  of  industry.  It  also  preserves  the  motives  to 
individual  prudence  and  rectitude. 

I  have  already  said  that  rent  in  its  actual  form  is  not 
necessary  to  every  possible  form  of  industrial  organization ; 
though  it  certainly  is  necessary  to  the  highest  form  of 
organization.  The  tendency  of  the  mode  of  organi- 
zation here  indicated  would  be  in  great  measure  to 
abolish  rent,  and  even  where  the  form  remained  to  alter 
its  nature.  So  far,  the  organization  is  perfectly  adapted 
to  answer  the  purpose  for  which  it  is  intended.  It 
is  evident  that  the  tendency  of  an  enforced  division  of 
property  would  be  strongly  antagonistic  to  the  tendency 
of  individual  accumulation.  How  far  the  one  tendency 
might  overcome  the  other,  it  is  impossible  without  a 
lengthened  experience,  an  experience  much  more  lengthened 
than  we  are  ever  likely  to  have  of  any  system  founded  on 
this  principle,  to  say ;  but  it  is  clear  that  the  tendency  of 
the  principle  of  division  taken  in  itself  is  to  the  minutest 
subdivision  of  property  consistent  with  the  maintenance 
of  subsistence  ;    it  is  also  clear  that   the  protracted   dura- 
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tion  of  such  a  system  would  produce  a  distribution  of 
property  very  different  from  what  obtains  in  any  system 
where  individuals  are  left  to  their  discretion.  I  think  it 
may  reasonably  be  assumed  that  it  would  produce  such  a 
distribution  as  is  contemplated  in  the  scheme  of  peasant 
proprietorship ;  that  is  to  say,  where  every  man  cultivated 
the  land  he  owned,  and  where  the  possession  of  property 
was  not  separated  from  the  necessity  of  physical  toil. 

It  is  already  apparent  that  this  is  a  radical  deviation  from 
the  state  of  society  in  which  rent  forms  an  important  factor. 
The  characteristic  distinction  of  the  former  state  is  that 
industrial  activity  is  the  pervading  element ;  the  character- 
istic distinction  of  the  latter  that  the  various  grades  of  society 
are  in  respect  to  industry  contained  between  two  poles,  the 
one  of  activity  the  other  of  repose.  The  two  principal  sources 
of  rent,  facility  of  production  and  advantage  of  situation, 
would  here,  as  previously  noticed,  operate  not  as  a  source 
of  revenue  with  diminished  labour,  but  of  greater  subdivision 
of  property.  Thus  town  and  country  property  would  alike 
be  subjected  to  a  subdivision  inconsistent  with  an  accumu- 
lation of  individual  capital  from  the  source  of  private  pos- 
sessions, adequate  to  relieve  the  owner  from  the  necessity  of 
industrial  toil. 

Such  an  organization  of  industry  has  a  certain  coherence 
and  consistency.  It  is  not  so  wholly  impracticable  as  to  be 
incapable  of  experimental  trial.  That  it  could  be  per- 
manently established  I  do  not  believe ;  for  it  is  opposed  to 
certain  principles  of  human  nature,  which  may  be  suppressed 
but  cannot  be  extinguished ;  and  the  reaction  of  these  prin- 
ciples would  continually  expose  it  to  accidents  which  would 
ultimately  destroy  it.  But  waiving  this  objection,  and  assum- 
ing the  possibility  of  rendering  this  organization  permanent, 
what  advantage  would  society  derive  from  it  ?  There  is  no 
evidence,  and  no  appearance  of  probability,  that  it  would 
ultimately  diminish  the  toil  of  the  mass  of  the  community ; 
and  in  every  other  respect  it  seems  obvious  that  society  would 
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be  worse  off  than  before.  There  would  even  appear  to  be  no 
guarantee,  such  as  the  commercial  relations  of  the  present 
industrial  organization  afford,  against  the  vicissitudes  of  pro- 
duction ;  against  partial  failures  of  harvests,  and  the  decline 
of  particular  industries.  This  organization  of  industry  is  only 
a  semi-organization ;  aud  its  peculiar  defect  appears  to  be  a 
tendency  to  isolation,  and  a  want  of  communicativeness  and 
co-operation.  It  seems  also  a  severe  encroachment  upon 
human  liberty  to  maintain  an  order  in  the  distribution  of  pro- 
perty which  requires  to  be  enforced  by  compulsory  legislation. 
This  is  one  of  the  things  that  most  tend  to  render  the  main- 
tenance of  the  system  doubtful.  The  analogy  of  other  laws 
by  which  particular  interests  are  restrained  may  be  pled  in 
extenuation  of  this  consideration ;  but  I  do  not  think  the 
cases  are  parallel.  The  general  absorption  of  property  by  a 
minority  often  seems  a  hard  and  unaccountable  thing ;  and  it 
would  be  difficult  to  maintain  property  without  a  law  against 
theft  But  the  law  against  theft  is  needed  to  restrain  those 
who  are  without  property,  that  is  without  the  property  which 
they  covet.  This  law  does  not  really  restrain  their  liberty, 
seeing  they  are  placed  in  regard  to  the  acquisition  of  property 
on  precisely  the  same  terms  as  others ;  and  in  order  to  pre- 
serve property  what  is  really  indispensable  is  the  consent  of 
those  who  have  property,  not  of  those  who  have  not.  The 
necessity  for  a  law  of  division  of  property,  on  the  other  hand, 
shows  that  the  extent  of  division  desired  will  not  be  produced 
naturally.  It  is  a  constraint  upon  those  who  hold  property 
in  regard  to  the  use  of  their  property ;  and  the  temptation  to 
evade,  and  the  opportunity  of  evading  it,  must  both  be  con- 
siderable. A  nearer  analogy  is  supplied  by  the  law  of  entail ; 
but  the  law  of  entail  is  not  a  general  law.  It  is  a  restraint 
imposed  by  a  superior  as  the  condition  of  a  gfrant,  or  a 
restraint  voluntarily  imposed  by  a  holder  of  property  on  him- 
self. Nothing  more,  I  believe,  would  be  necessary  to  destroy 
the  law  of  entail,  but  to  impose  it  upon  holders  of  property 
universally.     And  this  encroachment  upon  the  liberty  of  a 
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class,  into  which  the  law  itself  would  bring  the  majority  of  the 
entire  community,  is  not  attended  with  any  advantage  to 
society.  Those  who  imagine  that  an  enforced  mechanical 
division  of  property  would  supply  the  place  of  the  "free  and 
intelligent  disposal  of  it  by  its  actual  holders,  forget  several 
things  which  it  is  the  duty  of  those  who  speculate  on  social 
organization  to  remember.  Society  is  more  than  a  mere  in- 
dustrial organization  ;  but  even  an  industrial  org^ization 
must  have  heads.  To  give  the  heads  of  industry  a  sufficiently 
commanding  position,  there  must  be  a  considerable  accumula- 
tion of  capital ;  but  the  process  of  individual  accumulation  is 
slow,  and  if  it  is  continually  cut  short,  the  spontaneous  aggre- 
gation of  pursuits  which  is  indispensable  to  the  economical 
pursuit  of  industry  must  be  interfered  with,  and  much  Labour 
must  be  wasted  in  the  reduplication  of  small  and  imperfect 
processes,  which  a  higher  organization  would  at  once  have 
superseded  by  larger  and  more  comprehensive  methods.  This 
imperfection  in  the  spontaneous  organization  of  industry 
would  tend  to  throw  all  great  concerns  upon  the  State ;  and 
thus  still  further  to  weaken  the  liberty  of  the  individual. 

Poor  as  this  organization  thus  appears  to  be  when  confined 
to  industry,  it  is  still  poorer  when  applied  to  the  wider 
interests  of  society.  If  it  is  necessary  to  industry  that  there 
should  be  heads  who  are  free  from  the  necessity  of  toil,  and 
from  care  for  the  persoYial  means  of  subsistence,  it  is  still 
more  necessary  to  the  welfare  of  society  that  there  should  be 
not  only  individuals,  but  classes,  who  are  free  from  the  tram- 
mels of  industry  altogether.  It  has  already  been  shown  with 
what  perfection  the  natural  operations  of  rent  and  profit 
provide  for  the  re-appropriation  of  the  capital  of  industry. 
It  is  extremely  doubtful  if  the  isolated  and  subdivided  in- 
dustry of  the  system  we  are  considering  would  be  able  to 
appropriate  its  necessary  capital  with  adequate  efficiency. 
There  would  be  few  employers,  and  each  individual  from  his 
own  small  means  would  have,  irrespective  of  accidents,  to 
provide  his  own  capital.     But  what  is  not  doubtful  at  all  is 
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that  it  would  utterly  fail  to  provide  for  that  abounding  variety 
of  interests  which  are  freely  and  amply  provided  for  by  the 
spontaneous  action  of  an  untrammelled  individual  liberty.* 

The  functions  of  government  require  the  care  of  a  class 
untrammelled  with  industrial  concerns,  and  interested  in  the 
maintenance  of  social  prosperity.  The  holders  of  property 
and  acquired  capital  are  the  natural  leaders  of  society ;  and 
though  like  other  classes  they  are  fallible,  and  liable  to  mis- 
take their  own  interests  for  those  of  the  community,  it  is  a 
weak  and  silly  as  well  as  a  dangerous  policy,  to  sweep  them 
away  without  knowing  by  whom  they  are  to  be  replaced.! 
Without  a  class  free  from  the  immediate  care  of  material 
maintenance,  all  the  other  higher  concerns  of  society,  art, 
science,  education  and  religion  would  equally  languish  or 
perish.  The  subdivision  of  property  is  urged  upon  a  plea 
which  puts  the  evil  of  its  interference  with  the  natural  liberty 
of  the  individual  in  the  clearest  light  It  is  the  duty  of 
parents,  it  is  said,  to  provide  for  their  children  ;  and  if  they 
neglect  this  duty  the  State  is  entitled  to  enforce  it.  It  is 
granted  that  this  is  the  duty  of  parents ;  but  being  both  a 
moral  duty  and  an  individual  one.  it  can  only  be  performed 
adequately  in  a  state  of  liberty.  When  any  individual  neglects 
his  social  duties,  the  compulsion  of  the  State  can  only  very 
inadequately  provide  for  their  performance  ;  and  it  has  con- 
sequently always  been  a  maxim  of  good  government  to 
employ  compulsion  for  the  enforcement  of  individual  social 
duties  in  the  most  sparing  manner,  and  only  in  the  event  of 
gross  and  palpable  neglect.  The  case  under  consideration  is 
no  exception  to  this  rule.    The  duty  of  a  parent  to  provide 

*  It  must,  of  course,  be  remembered  that  all  these  consequences  would  not 
follow  at  once  from  the  adoption  of  such  an  industrial  organization,  especially  from 
its  adoption  by  a  single  State  in  active  commercial  relations  with  the  other  States 
which  did  not  adopt  it. 

t  There  is  much  inconsiderate  folly  in  the  cry  for  immaculate  purity  of 
goTemment  If  the  leaders  of  society  look  too  much  to  their  own  interests,  by  all 
means  let  them  be  watched  and  criticized  by  other  classes  ;  but  where  is  the  class, 
and  where  are  the  individuals,  who  can  be  got  to  lead  society  who  will  not  look  to 
their  own  interests  ? 
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for  his  children  does  not  imply  fhat  he  should  provide  for 
them  all  alike,  or  all  in  the  same  way.  It  does  not  even 
necessarily  imply  that  he  should  make  any  pecuniary  provi- 
sion for  them  at  all.  Education  and  habits  of  industry  with- 
out means,  form  a  better  provision  than  means  without  these. 
The  dictation  of  a  material  provision  by  the  State  is  an  inter- 
ference with  the  liberty  of  the  parent  as  to  the  best  form  of 
provision  for  his  children.  Suppose  a  parent  to  judge  that 
one  child  required  a  better  education,  another  a  larger  material 
provision,  should  he  not  be  at  liberty  to  carry  out  his  views 
without  the  interference  of  the  State  ?  It  is,  moreover,  the 
duty  of  a  parent  to  attend  to  the  moral  discipline  of  his 
children,  as  well  as  to  make  material  provision  for  them.  In 
taking  from  him  in  advance  the  control  of  their  provision,  the 
State  deprives  him  of  a  powerful  instrument  of  moral  discip- 
line, and  tends  to  subvert  his  authority  by  rendering  them 
independent  of  his  power.  Will  it  also  exercise  this  discipline 
on  his  behalf  ?  We  see,  then,  that  the  State  cannot  exercise 
the  functions  of  the  parent,  and  to  substitute  the  one  for  the 
other  is  only  taking  authority  from  the  proper  and  competent 
tribunal  to  give  it  to  an  improper  and  incompetent  one. 

It  is  also  overlooked  by  those  who  wish  to  substitute  the 
mechanical  for  the  voluntary  transmission  of  property,  that 
their  scheme  is  a  violation  of  the  natural  liberty  of  industr>', 
as  well  as  of  the  freedom  of  the  social  organization  in  other 
equally  important  respects.  However  arbitrary  may  be  the 
original  distribution  of  property,  as  soon  as  law  and  order  are 
established,  and  the  holders  of  property  protected  in  the  free 
control  and  disposal  of  their  possessions,  the  distribution  of 
property  necessarily  gravitates  towards  a  condition  deter- 
mined by  industry  alone.  Moreover,  as  already  noticed,  the 
possession  of  property  entails  duties  both  industrial  and 
social,  which  cannot  be  adequately  performed  without  the 
existence  of  a  class  not  directly  engaged  in  industry  ;  and 
there  is  in  the  interests  of  proprietors  the  best  guarantee 
which  society  can  have  for  the  performance  of  these  duties. 
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A  community  in  which  the  mercantile  spirit  prevails  is  too 
liable  in  any  case  to  measure  everything  by  an  industrial 
standard,  and  there  is  rarely  any  danger  of  an  undue  pre- 
ponderance in  it  of  non-industrial  interests.  The  neglect  of 
the  industrial  duties  of  proprietors,  however,  very  soon  entails 
the  loss  of  property  ;  and  if  social  duties  may  be  neglected  by 
individuals  with  mere  apparent  impunity,  their  general  neglect 
not  only  entails  disasters  on  society  in  general,  but  draws 
special  and  formidable  dangers  upon  the  class  of  proprietors 
themselves. 

The  true  and  inalienable  heritage  of  man,  accordingly,  that 
to  which  alone  he  can  in  all  circumstances  assert  an  inde- 
feasible claim  is  labour.  This  inheritance  is  sufficient,  if  duly 
and  economically  used,  to  supply  not  only  his  material  but  his 
moral,  intellectual  or  spiritual  wants ;  and  it  is  unjustly  deroga- 
tory to  the  dignity  of  labour  to  assert  that  it  is  unable  to 
protect  itself  against  the  aggressions  of  property.  By  giving 
free  scope  to  the  possession  of  property,  we  simply  give  free 
scope  to  the  motive  of  acquiring  it,  which  is  the  mainspring 
of  industry.  The  power  of  unassisted  industry  to  acquire  all 
kinds  of  property  has  often  been  proved  in  individual  cases  ; 
and  the  impossibility  of  retaining  it  without  management, 
which  is  the  equivalent  of  industry,  has  also  been  proved. 
Against  these  natural  laws  no  artificial  law  can  prevail ;  and 
when  artificial  laws  are  erected  as  barriers  against  them,  the 
action  of  the  natural  laws  eventually  breaks  down  the  artificial 
laws.  If  the  distribution  of  property  effected  by  the  actual 
working  of  industrial  laws  is  not  in  all  respects  satisfactory, 
it  is  not  in  political  restrictions,  but  in  natural  law  itself  that 
we  must  seek  the  remedy. 


BOOK    II  I.— C  H  A  P  T  E  R    11. 

ON  A  VIOLATION  OF  THE  NATURAL  CONDITIONS  OF 
INDUSTRY,  INCIDENTAL  TO  ITS  ACTUAL  ORGANIZA- 
TION, WHICH  PREVENTS  THE  ADEQUATE  DEVELOP- 
MENT OF  UNION  AS  THE  NATURAL  COUNTERPOISE 
TO  COMPETITION   IN  THE  CONTROL  OF  INDUSTRY. 

THE  private  tenure  of  property  being  maintained,  the 
pursuit  of  industry  by  individual  enterprise,  and  all 
the  complicated  relations  and  distinctions  of  classes  to  which 
it  leads  must  be  maintained  also ;  and  with  these  the 
individual  motive  for  exertion,  the  desire  of  gain,  and  the 
form  in  which  it  manifests  itself  throughout  all  the  relations 
of  industry,  competition.  It  need  not  be  argued  that  all 
these  are  necessary  results  of  the  natural  desire  of  acquisi- 
tion ;  and  that  as  long  as  that  desire  has  free  scope  to 
exercise  itself,  these  results  will  follow  as  permanent  mani- 
festations of  it. 

But  when  we  have  made  full  concessions  to  individual 
liberty,  we  must  not  admit  that  the  individual  is  everything. 
There  are,  as  has  already  been  shown,  common  as  well  as 
individual  interests  ;  and  if  we  allow  free  scope  to  the  latter, 
we  must  allow  free  scope  to  the  former  also.  Competition 
is  the  most  comprehensive  expression  of  the  development 
of  the  one  ;  union  is  the  corresponding  expression  of  the 
other.  While  competition,  then,  must  continue  to  be  the 
permanent  form  in  which  individual  interest  asserts  itself, 
it  cannot  have  a  greater  predominance  than  that  interest 
itself ;  and  if  the  latter  is  not  to  be  the  sole  interest  repre- 
sented in  industry,  the  former  cannot  have  exclusive  control 
over  it     Competition  may  be  the  motive  force  in  industry, 
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and  individual  interest  the  source  from  which  that  force  is 
supplied  ;  but  as  we  regulate  the  motive  force  applied  to 
our  material  machinery,  it  is  no  less  reasonable  and  necessary 
to  regelate  the  force  applied  to  the  more  complex  machinery 
of  our  industrial  organization. 

Many  evils  have  already  been  pointed  out  as  flowing  from 
competition,  and  one  thing  has  been  observed  in  regard  to 
all  of  them,  that  the  source  of  them  is  not  competition  as 
such,  but  competition  in  excess,  and  especially  an  excess  in 
the  development  of  competition  in  some  particular  direction. 
The  character  of  these  evils  is  so  pronounced  that  the 
governments  the  most  favourable  to  the  freedom  of  trade 
and  the  liberty  of  the  individual,  have  been  compelled  to 
interpose  in  order  to  restrain,  if  they  could  not  remove 
them.  But  government  interference  is  at  best  but  a  poor 
means  of  regulating  the  interests  of  society  in  any  matter 
which  proceeds  beyond  general  principles  into  details  of 
application.  Even  in  education,  a  government  system,  while 
greatly  superior  in  material  resources  to  any  private 
arrangements,  is  always  liable  to  be  somewhat  wooden  and 
mechanical.  In  all  such  matters  the  duty  and  interest  of 
government  is  rather  to  stimulate,  organize  and  support, 
than  to  supersede  spontaneous  effort.  Government  inter- 
ference likewise  with  industry  is  never  free  from  serious 
inconveniences.  This  is  especially  the  case  with  attempts 
to  regulate  the  hours  of  labour.  In  this  country,  as  already 
observed,  this  is  only  done  in  the  case  of  those  who  are 
supposed  to  stand  specially  in  need  of  protection ;  but  as 
has  also  been  noticed,  the  interests  of  labourers  cannot  thus  be 
separated,  and  the  attempt  to  restrict  one  class  also  restricts 
others.  The  objection  to  these  restrictions  is  that  they  are 
mechanical,  and  independent  of  the  exigencies  and  vicissitudes 
of  industrial  life.  The  original  source  of  these  mechanical 
restrictions,  which  can  never  be  reconciled  with  the  interests 
of  industry,  as  such,  is  the  tyrannous  force  of  competition  ; 
and  as  long  as  the  excess  of  this  force  makes  such  restrictions 
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necessary,  as  long  as  they  are  felt  to  be  a  protection  by 
those  most  interested  in  them,  the  labouring  classes  them- 
selves, it  would  be  wrong  to  remove  them.  But  I  believe 
that  when  the  right  method  of  dealing  with  the  excesses  of 
competition  is  understood  by  the  labouring  classes,  they  will 
themselves  demand  the  removal  of  these  restrictions  as  an 
interference  with  their  liberty  and  true  interests.*  The  point 
then  to  which  we  have  now  to  direct  our  attention  is,  how 
is  union  effectually  and  economically  to  cope  with  com- 
petition ?  And  that  we  may  answer  this  question  satis- 
factorily we  must  still  direct  our  attention  to  the  natural 
conditions  of  industry. 

Dr.  Chalmers  lays  down  a  corollary  to  the  necessary  in- 
equality of  distribution  resulting  from  the  private  tenure  of 
property,  from  which  I  wholly  dissent.  Having  drawn  the 
distinction  that  to  agriculture  mainly  we  owe  the  necessaries 
of  life,  whereas  many  of  its  luxuries  cannot  be  had  without 
commerce  and  manufactures,  he  adds,  'This  is  a  most  mo- 
mentous distinction,  and  a  vast  deal  turns  upon  it  We  not 
only  see  in  it  that  manufactures  must  necessarily,  in  point  of 
extent,  be  limited  by  the  produce  of  the  soil ;  but  that  the 
owners  of  the  soil,  in  virtue  of  the  property  which  belongs  to 
them,  have  a  natural  superiority  over  all  other  classes  of  men, 
which  by  no  device  of  politics  or  law  can  be  taken  away  from 
them.  The  holder  of  what  I  cannot  want  is  the  master  of 
my  services.  He  can  impress  upon  them  any  direction  which 
seemeth  unto  him  good.'  There  are  here,  I  think,  two  errors. 
First,  I  do  not  believe  that  because  land  is  indispensable  to 
the  production  of  necessaries,  the  holders  of  land  have  there- 

*  Restrictions  on  female  labour  might  be  abolished  wilhout  circumstance,  as  soon 
as  those  concerned  chose  to  demand  their  abolition  ;  but  those  on  the  labour  of 
children  could  only  be  simplified  and  made  more  accordant  with  a  free  organization 
of  industry,  until  the  great  majority  of  parents  were  competent  to  guard  the  interests 
of  their  own  children.  An  absolute  limit  of  age,  and  a  limit  determined  after  a 
given  aLge  by  an  educational  standard  would,  perhaps,  be  best  What  is  most 
objectionable  is  to  fix  particular  hours  within  which  industrial  operations  must  be 
confined  ;  though  this  is  the  simplest  way  of  enforcing  a  limit  on  the  operation  of 
labour. 
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fore  any  superiority  over  holders  of  other  property.  If  in 
any  respect  they  have  such  a  superiority,  it  is  solely  because 
land  is  from  natural  or  artificial  causes  less  exchangeable  than 
other  property.  But  what  is  of  far  more  importance,  I  main- 
tain that  holders  of  property  of  any  kind  have  not  neces- 
sarily, or  by  mere  virtue  of  their  being  holders  of  property, 
any  such  superiority  as  is  alleged  by  Dr.  Chalmers  over  those 
who  do  not  hold  property  ;  but  who  are  solely  dependent 
on  industry.  If  this  allegation  of  Chalmers  were  correct,  all 
that  has  been  urged  by  revolutionary  teachers  about  the 
tyranny  of  property  would  be  just ;  and  there  would  be  no 
hope  for  the  emancipation  of  the  human  race  but  by  the 
overthrow  of  an  institution  antagonistic  to  its  welfare.  But 
what  are  the  indispensable  natural  conditions  of  the  case  f 
The  one  class  hold,  as  Dr.  Chalmers  says,  that  which  is  in- 
dispensable to  the  other.  Without  the  aid  of  property  indus- 
try cannot  be  exercised  at  all.  But  what  of  the  other  class  ? 
Is  not  its  industry  as  indispensable  to  the  proprietors  as  their 
property  is  to  it  ?  There  is  then  here  no  one-sided  depend- 
ence, but  a  mutual  need  of  reciprocal  service  and  support.  If, 
indeed,  it  could  be  shown  that  the  one  class  was  necessarily 
and  inherently  stronger  than  the  other,  this  mode  of  stating 
the  case  might  justly  be  condemned  as  a  mere  sentimental 
platitude  ;  but  if  the  one  class  has  hitherto  proved  uniformly, 
or  at  all  events  habitually  the  stronger,  it  remains  to  be 
inquired  if  the  other  has  used  its  strength  duly  and  econo- 
mically. 

The  resources  which  these  two  classes,  capitalists  and  la- 
bourers, respectively  hold  at  their  disposal  are  not  in  their  own 
nature  so  different  as  may  at  first  sight  be  imagined.  With 
the  exception  of  the  bare  possession  of  the  soil,  all  that  the  capi- 
talist has  is  the  result  of  labour.  In  the  mere  possession  of 
the  soil  itself  any  distribution  other  than  that  imposed  by 
industry  itself  cannot,  as  has  already  been  indicated,  be 
maintained  in  a  state  of  society  left  to  the  free  operation  of 
industrial  laws.     The  possession  of  capital  may  then  without 
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restriction  be  said  to  represent  past  industry,  the  possession  of 
a  capacity  for  labour  to  represent  future  industry.     What  is 
there  to  give  the  industry  of  the  past  a  control  so  absolute  as 
it  is  commonly  supposed  to  have  over  the  industry  of  the 
future?     It   is  evident  that  the   proceeds  of  past  industry 
afford  but  a  brief  and  precarious  support  to  society  as  a  whole. 
The  conditions  of  our  dependence  on   industry  absolutely 
limit  the  power  of  hoarding  in  the  most  indispensable  mat- 
ter, the  means  of  subsistence  ;  and  it  is  by  the  incessant  re- 
currence of  periodical  labour  alone  that  our  vital  wants  are 
supplied.    This  dependence  upon  periodical  labour  is  itself  a 
vindication  of  the  design  of  nature,  and  points  as  its  end  to 
the  liberty  of  industry.     It  at  all  events  establishes  the  prim- 
ary  principle  that  if  the  possessor  of  industrial  capacity  is 
dependent  on  the  possessor  of  property,  the  possessor  of  pro- 
perty never  can  be  independent  of  the  possessor  of  the  capa- 
city of  industry.     It  is  true  that  this,  like  other  beneficent 
laws  of  nature,  has  been  over-ridden  and  abused ;    but  the 
abuse  of  the  laws  of  nature  can  never  alter  their  proper  ten- 
dency, nor  take  away  the  power  of  self-rectification  which 
remains  inherent   in   them,  and   patiently  awaits  their  just 
application. 

The  industry  of  the  labourer  is  a  species  of  capital ;  but  it 
is  capital  of  a  very  peculiar  kind,  and  its  nature,  if  we  would 
deal  rationally  with  it  in  any  economical  discussion,  and 
especially  if  we  would  determine  with  any  degree  of  justice 
the  laws  which  ought  to  regulate  the  negotiations  for  its 
exchange  with  other  capitals,  must  be  carefully  examined. 
The  fundamental  condition  of  all  industry  is  the  expenditure 
of  time.  The  one  thing  of  intrinsic  value  which  the 
labourer  gives  when  he  sells  his  industry  is  his  time.  Now 
time  is  the  most  valuable  possession  a  man  can  have,  for 
without  it  all  other  possessions  are  worthless ;  and  it  must 
appear  at  first  sight  a  striking  anomaly  that  this  possession, 
of  so  great  intrinsic  worth  and  so  indispensable  to  all,  should 
always  bear,  when  standing  alone,  an  exceedingly  low  price 
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in  the  labour  market  The  time  of  a  highly  trained  or  gifted 
labourer,  an  artist  in  a  high  profession,  or  the  director  of  a 
great  industrial  undertaking,  may  bear  a  high  price  ;  but  the 
mere  time  of  a  man  bears  a  very  low  price  indeed. 

The  explanation  of  this  is  so  obvious  that  it  hardly 
requires  to  be  stated  as  an  explanation,  although  both  the 
fact  itself  and  the  reason  are  of  such  vital  importance  in  the 
economical  determination  of  the  labourer's  position  that  it  is 
indispensable  to  obviate  the  least  risk  of  their  being  over- 
looked. The  remuneration  of  labour  cannot  exceed  the 
produce  of  labour;  and  in  the  case  of  the  hired  labourer, 
whose  labour  is  only  a  contribution  to  the  result,  it  must 
always  fall  greatly  short  of  the  full  produce.  Now  the  wants 
to  which  industry  ministers,  the  physical  wants  of  men,  are 
only  the  lowest  round  of  human  wants  ;  and  though  the 
supply  of  these  wants  is  indispensable  to  higher  applications 
of  labour,  yet  the  labour  itself  expended  in  procuring  that 
supply  is  intrinsically  the  lowest  and  least  valuable  appli- 
cation of  human  labour,  and  its  remuneration  is  accordingly 
a  poor  and  comparatively  despicable  remuneration.  This 
observation  applies  to  pecuniary  remuneration,  as  such, 
whether  it  be  high  or  low ;  but  for  the  reason  stated  it  is 
obvious  that,  even  by  a  pecuniary  standard,  the  remuneration 
of  the  mere  labourer  must  always  be  low. 

From  this  explanation  of  the  poverty  of  the  labourer's 
reward  there  follows  a  corollary  as  to  the  true  policy  of  the 
labourer,  which  is  the  reverse  of  what  is  constantly  urged 
upon  him  by  economists;  but  which  is  much  more  in  ac- 
cordance with  nature,  and  incomparably  better  adapted 
to  promote  the  interests,  not  of  the  labourer  alone,  but  of 
society  at  large  than  the  prevailing  doctrine.  It  is  that  he 
ought  to  give  the  least  amount  of  his  time  possible  to 
industrial  labour. 

This  doctrine  is  at  present  stated  in  its  simplest  form.     Its 

meaning,  application  and  restrictions  will  hereafter  be  fully 

stated.      As   a  preliminary  to   laying  the  foundation   of  a 

21 
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sound  doctrine,  however,  it  is  first  of  all  necessary  to  give 
the  fullest  contradiction  to  the  current  notion,  both  eco- 
nomical and  popular,  of  the  fundamental  condition  in 
respect  to  labour  of  industrial  prosperity. 

The  natural  form  and  development  of  this  doctrine,  as  em- 
bodying a  policy,  may  be  thus  stated.  When  the  labourer, 
unprovided  with  necessaries,  has  his  whole  time  at  his  com- 
mand, he  is  absolutely  constrained  to  dispose  of  some  of  it 
in  order  to  supply  his  wants.  The  price  obtainable  for  his 
labour,  provided  it  is  sufficient  to  meet  his  pressing  wants, 
cannot,  and  ought  not  to  be,  at  this  step,  a  consideration  with 
him.  Being  in  want,  he  must  work  to  supply  his  wants,  at 
whatever  price  his  labour  will  bring.  But,  when  by  an  in- 
stalment of  his  labour  provided  he  is  able  to  do  this  without 
exhausting  his  whole  labouring  capacity,  he  has  met  his  most 
pressing  wants,  the  value  of  his  remaining  labour  ought  to 
rise.  He  is  no  longer  in  absolute  want,  and  can  afford  to 
wait  and  bargain  before  he  disposes  of  a  larger  amount  of 
his  time.  If  he  deems  the  price  formerly  obtained  for  his 
labour  inadequate,  he  is  now  in  a  position  to  demand  more. 
If  the  second  instalment  procures  him  an  advance  in  material 
comfort,  he  can  be  still  more  stringent  in  his  demands  in  dis- 
posing of  a  third. 

Besides  the  opportunity  which  increasing  resources  should 
give  the  labourer  to  dispose  of  his  time  to  correspondingly 
greater  advantage,  another  consideration  of  great  weight 
naturally  suggests  the  same  policy.  Industrial  labour,  as 
already  said,  is  only  the  lowest,  and  intrinsically  the  least 
fruitful  round  of  human  activity.  Human  nature  is  sus- 
ceptible of  a  moral  and  intellectual  cultivation  which  cannot 
progress  satisfactorily  without  time  specially  devoted  to  it ; 
and  this  cultivation  of  his  higher  faculties  renders  each  indi- 
vidual man  more  valuable  even  as  an  industrial  agent.  Every 
man,  accordingly,  who  has  advanced  above  the  lowest  stage 
of  intellectual  progress,  must,  even  if  he  looks  no  farther  than 
his  material  interests,  earnestly  desire  further  improvement. 
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The  only  opportunity  for  a  labourer  of  such  improvement  lies 
in  the  time  saved  from  labour.  The  man  who  sells  his  whole 
time  sells  himself.  He  is  virtually  a  slave ;  for  whatever 
other  property  he  may  be  capable  of  holding,  he  has  none 
of  that  property  which  gives  value  to  all  others,  time.  There 
is  no  moment  when  his  will  is  not  under  the  control  of 
another ;  and  when  his  ease,  his  inclinations  and  his  personal 
interests  must  not  be  sacrificed  at  the  bidding  of  a  master. 
However  small,  then,  may  be  the  leisure  which  the  labourer 
can  command^  that  leisure  is  of  incalculable  value,  and  this 
consideration  leads  again  to  the  conclusion  of  a  natural 
graduation  in  the  value  of  the  labourer's  time.  If  a  labourer 
is  idle  and  unprovided  for,  his  time  is  of  no  value.  Want  and 
anxiety  will  not  permit  him  to  apply  himself  to  any  useful 
pursuit,  and  the  chances  are  that  he  falls  into  mischief.  Any 
employment,  then,  at  any  remuneration  which  enables  him  to 
live,  and  leaves  him  a  few  moments  to  breathe  and  say,  *  I 
am  a  man,'  is  preferable  to  this  state  of  idleness  and  depend- 
ence or  want.  But  when  a  labourer  has  provided  for  his 
pressing  wants,  any  leisure  that  is  left  to  him  becomes 
valuable  in  proportion  to  its  scarcity.  If  his  leisure  is  large, 
he  may  still  dispose  of  part  of  it  in  the  further  pursuit  of 
remunerative  industry ;  but  it  is  reasonable  that  he  should 
desire  to  be  better  remunerated  for  encroaching  on  this 
valuable  leisure  than  for  giving  up  time  which  was  of  no 
value  to  him  at  all.  And  when  he  has  given  up  part  of  his 
leisure  the  remainder  must  become  increasingly  valuable 
to  him  ;  so  that  the  last  portion  of  it  ought  not  to  be 
parted  with  on  any  consideration  whatever.  By  this  natural 
principle  of  graduation  the  dignity  of  the  labourer  as  a  man 
is  vindicated  ;  as  although  he  may  surrender  a  part  of  his 
time  on  very  easy  terms,  he  does  so  expressly  in  order  that 
he  may  redeem  the  rest,  and  raise  it  above  all  pecuniary 
price. 

In  an  unorganized  condition  of  labour,  a  semblance  of  this 
natural  liberty  may,  under  favourable  circumstances,  be  found* 
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When  a  country  is  so  productive  that  the  means  of  subsist- 
ence may  be  obtained  with  comparatively  little  labour,  and 
when  the  population  has  not  so  increased  as  to  render  the 
appropriation  of  natural  agents  oppressive,  a  few  hours  of 
occasional  toil  may  enable  a  man  to  live  ;  and  it  is  often  im- 
possible by  any  remuneration  to  bribe  the  indolent  populace 
to  protracted  and  continuous  exertion.  This  independence  is 
the  scandal  of  civilization.  The  hard-toiled  labourers  of  more 
advanced  communities  are  congratulated  on  their  elevation 
above  so  degraded  a  state ;  and  the  most  benevolent  efforts 
are  made  to  teach  the  unreclaimed  savages  the  blessings 
of  industry. 

Now  the  condition  of  advanced  civilization  is  on  the  whole 
preferable  to  the  comparatively  primitive  state  of  independ- 
ence here  referred  to  ;  but  a  great  misunderstanding  prevails 
among  the  more  ardent  votaries  of  the  industry  which  ends 
in  material  production  as  to  the  grounds  of  the  preference. 
It  is  not  because  he  has  much  leisure,  and  a  very  simple  pro- 
vision for  his  material  wants,  that  the  comparatively  uncivil- 
ized man  is  to  be  pitied ;  and  it  would  be  no  improvement 
of  his  condition  to  make  him  work  more  and  feed  better.  It 
is  because  he  does  not  know  how  to  use  his  leisure,  and  be- 
cause his  enjoyments  are  little  above  those  of  an  animal,  that 
the  civilized  man  is  his  superior ;  and  in  this  respect,  although 
the  advantage  of  civilization  on  the  whole  is  great,  its  advan* 
tage  to  the  civilized  labourer  is  not  always  so  obvious.  In 
the  existing  order  of  civilized  labour,  no  such  gradation  in 
the  value  of  labour  as  we  have  been  considering  exists.  Law 
or  custom  may  give  the  labourer  a  certain  amount  of  inviol- 
able leisure ;  but  in  the  determination  of  the  period  of  labour 
there  is  a  considerable  amount  of  mechanical  fixity,  or  periodi- 
city of  movement,  which  makes  the  gradual  exchange  of 
leisure  into  higher  remuneration  impracticable.  This  fixity 
necessarily  operates  adversely  to  the  interests  of  the  labourer, 
by  compelling  him  to  sell  the  whole  amount  of  time  he  has 
to  dispose  of  at  the  price  dictated  by  the  state  of  mere  desti- 
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tution.  The  action  of  trades  unions  has  made  some  encroach- 
ment on  this  uniformity  in  establishing  higher  rates  for  extra 
time ;  but  this  has  certainly  not  been  done  on  a  principle 
sufficiently  broad  and  comprehensive  to  give  to  the  value  of 
labour  its  natural  susceptibility  to  increase  in  proportion  to 
the  demand  made  upon  it. 

There  are  two  main  causes  which  in  the  civilized  organiza- 
tion of  labour  have  contributed  to  deprive  the  labourer  of 
his  natural  liberty  in  disposing  of  his  time  or  labour. 

First,  organization  is  necessarily  destructive  of  individual 
liberty.  However  desirable  it  might  be  for  the  labourer 
to  regelate  his  own  leisure  and  dispose  of  his  time  accord- 
ing to  his  particular  needs,  it  is  impracticable  for  him  to  do 
so.  He  has  to  work  along  with  others,  and  he  must  work 
tvhile  they  work.  If  he  refuses  this  condition,  there  is  only 
the  alternative  that  he  shall  not  be  allowed  to  work  at  all. 
Hence,  if  he  is  more  economical  than  his  compeers,  there 
is  no  choice  for  him  as  to  how  he  shall  save.  It  must  be 
in  money  and  not  in  time  ;  and  as  money,  as  already  shown, 
has  little  capacity  to  improve  in  his  hands,  he  has  little 
encouragement  to  save  at  all.  What  the  labourer  cannot 
do  for  himself,  however,  combination  may  enable  him  to 
do  for  his  class  ;  and  if  it  can  be  shown  that  the  interests 
of  labourers  in  this  matter  are  identical,  and  that  union  by 
the  extent  of  the  resources  it  can  bring  to  bear  on  the 
accomplishment  of  the  common  end,  and  by  the  greater 
strength  and  delicacy  of  its  appliances,  is  able  to  do  more 
for  the  individual  labourer  than  he  could  ever  effect  for 
himself  in  his  state  of  isolated  freedom,  he  may  be  easily 
reconciled  to  the  loss  of  this  savage  liberty. 

The  second  cause  of  the  labourer's  disability  to  dispose  ot 
his  labour  to  the  best  advantage,  consists  not  in  a  natural 
condition  of  the  organization  of  industry,  but  in  one  of  the 
conditions  of  the  existing  organization  which  I  purpose  to 
show  is  not  natural,  and  consequently  not  permanent ;  and 
it  will  further  be  shown  that  the  power  of  removing  it  rests 
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with  the  labourers  themselves,  whose  interest  it   is   that  it 
should  be  removed. 

As  has  already  been  observed,  the  p>osition  of  employers 
and  employed   relatively  to  their  demand  for  each  other's 
assistance  is  not  so  dissimilar  as  it  at  first  sight  appears  to  be. 
Each  comes  into  the  market  with  a  commodity  of  which  he 
has  the  monopoly.      The    commodity  of  the  employer   is 
capital ;  that  of  the  labourers  is  time.     There  is  a  resem- 
blance even  in  the  nature  of  these  commodities,  and  capital 
may  be  said  to  represent  the  past,  while  labour  represents 
the  future.     But  previous  to  the  formation  of  trades  unions 
employers  had  acquired  a  great   advantage,  which  may  be 
regarded  as  a  remainder  of  the  usurpation  which  the  strong 
had  everywhere  effected  on  the   rights  of  the  weak.     They 
had  come  to  dictate  to  labourers  both  the  duration  and  the 
remuneration  of  labour ;  and  had  thus  assumed  the  control 
equally  of  the  labourers'  commodity  and  their  own.     On  the 
formation  of  trades  unions  the  labourers,  seizing  the  readiest 
means  of  resisting  the  encroachment  on  their  liberties  which 
had  thus  been   effected,  disputed  both  these  powers  alike, 
and  began  to  dictate  and  impose  terms  on  employers  both 
in  respect  to  the  remuneration  and  the  duration  of  labour. 
Thus  the  natural  principles  of  barter  were  violated  on  both 
sides ;    confidence  and   harmony  were  destroyed  ;    and  the 
relations  of  employers  and  employed  became  the  subject  of 
continuous  strife. 

To  restore  that  equality  of  rights  which  renders  mercantile 
negotiations  commonly  peaceful,  it  is  necessary  that  the 
labourers  on  the  one  hand  should  withdraw  from  their 
usurpation  of  the  prerogative  of  the  employers,  and  that 
on  the  other  they  should  insist  on  the  surrender  by  the 
employers  of  the  previous  usurpation  of  their  own.  It  is 
reasonable  that  employers,  who  are  the  hirers  of  labour, 
and  who  incur  the  risk  of  hiring  it,  should  say  on  what 
terms  they  will  hire  it ;  and  it  is  unreasonable  and  absurd 
for  labourers  to  attempt  to  dictate  to  them  what  remunera- 
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tion  they  should  give.  If,  indeed,  it  were  a  matter  of  choice 
with  the  labourers  to  sell  their  commodity,  or  to  hold  it,  it 
would  not  be  unreasonable  for  them  to  refuse  any  offer 
they  might  deem  inadequate ;  and  so  far  as  they  can  carry 
their  labour  to  a  different  market,  so  far  as  they  can  improve 
on  the  offer  of  one  employer  by  setting  against  it  that  of 
another,  they  act  reasonably  in  doing  so.  But  when  the 
resource  of  competition  is  exhausted,  to  withdraw  their 
labour  altogether  from  the  market  as  a  means  of  intimi- 
dating or  coercing  employers  into  acquiescence  with  their 
terms  is  neither  just  nor  politic.  It  is  not  just,  because  the 
terms  demanded  are  arbitrary,  and  the  means  of  enforcing 
them  reckless ;  it.  is  not  politic ;  because  however  often  it 
may  succeed,  there  is  transparent  weakness  and  hollowness 
in  the  resource.  The  time  of  the  labourer,  when  he  is 
unprovided  for,  is  really  a  burden  to  him ;  and  it  is  his 
interest,  and  his  duty  to  himself,  to  dispose  of  it  on  the  best 
terms  he  can.  On  the  other  hand,  the  employer  has  no 
natural  or  moral  right  to  aggravate  the  misfortune  of  the 
labourer  by  dictating  to  him  how  much  time  he  shall  dispose 
of  on  terms  of  mere  unconditional  surrender.  It  is  no  doubt 
highly  convenient,  as  it  is  highly  natural  for  the  employer, 
seeing  the  labourer  to  be  weak  and  unprovided  for,  to  count 
that  his  whole  time  belongs  to  him  for  such  a  mere  pittance 
as  will  provide  for  his  bare  maintenance.  These  are  the 
terms  usually  dictated  by  employers  when  labourers  are 
isolated  and  weak  :  but  as  these  terms  are  contrarv  to 
natural  right,  they  cannot  be  imposed  with  success  upon 
labourers  who  are  united  to  support  their  rights. 

The  natural  principle  of  barter,  while  it  permits  the  em- 
ployer to  fix  as  he  pleases  the  price  at  which  he  will  bu}', 
equally  permits  the  labourer  to  determine  as  it  suits  his 
interests  the  quantity  that  he  will  sell.  The  labourer  by 
his  necessities  is  precluded  from  keeping  out  of  the  market 
altogether  ;  but  he  is  not  by  the  same  necessity  compelled  to 
dispose  of  all  he  brings  into  the  market.     It  is  an  arbitrary 
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and  overbearing  proceeding  on  the  part  of  the  employer  to 
insist  that  as  the  condition  of  the  labourer's  disposing  of  any 
of  his  time  on  the  terms  dictated  by  the  employer  himself,  the 
labourer  should  be  compelled  to  dispose  of  the  whole  of  it 
Besides  being  arbitrary  and  overbearing,  or  rather  in  conse- 
quence of  its  being  so,  this  proceeding  on  the  part  of  the 
employers  admits  of  being  easily  defeated.     If  the  labourer 
must  dispose  of  his  labour  on  the  terms  of  the  employer,  it  is 
at  least  his  right  to  say  that  if  the  terms  are  low  he  will  dis- 
pose of  less,  and  that  if  higher  he  will  dispose  of  more.     On 
the  natural  principles  of  barter,  accordingly,  the  uncontrolled 
initiative  in  the  determination  of  the  remuneration  of  labour 
belongs  to  the  employer,  and  the  equally  uncontrolled  initiative 
in  determining  the  hours  of  labour  to  the  labourer.     If  either 
wishes  to  influence  the  other  it  must  be  by  operating  upon 
his  own  initiative  and  not  on  that  of  the  other  ;  the  employer 
if  he  wishes  more  labour  offering  higher  wages,  the  labourer 
if  he  wishes  higher  wages  working  shorter  time,  but  without 
dictating  to  the  employer  the  terms  on  which  he  shall  be 
employed.     When  the  rates  which  the  employer  will  give  for 
labour  is  ascertained,  it  is  for  the  labourer  to  say  how  long  it 
will  be  necessary  for  him  to  work  to  secure  a  maintenance. 
Of  course  the  employer's  terms  may  be  influenced  by  the 
amount  of  time  the  labourer  is  willing  to  give  ;  but  the  con- 
cessions which  either  party  may  make  to  the  other  in  this 
way  can  only  be  ascertained  by  higgling.    When  the  labourer 
has  got  the  employer's  terms  for  various  periodical  quantities 
of  labour,  he  can  choose  what  will  please  him  best*     The 
enforcement  of  these  natural  conditions  of  barter,  which,  in 

*  In  the  previous  part  of  this  work  (see  notes  to  pages  6  and  247),  I  have 
taken  exception  to  certain  views  of  Dr.  Chalmers  in  regard  to  the  circumstances 
which  determine  the  labourer's  condition.  These  views  appear  to  represent  the 
question  of  the  value  of  labour  as  conditioned  solely  by  the  number  of  labourers  in 
the  market :  thus  Dr.  Chalmers  appears  on  most  occasions  to  regard  the  question 
of  the  labourer's  position  as  solely  one  of  population.  This  view  is  even  repre- 
sented in  the  synopsis,  in  which  he  says,  that  the  rate  of  profit  is  determined  by 
the  collective  will  of  capitalists,  just  as  the  rate  of  wages  is  by  the  collective  will 
of  labourers,  the  former  by  the  command  which  they  have,  through  their  greater 
or  less  expenditure,  over  the  amount  of  capital ;  the  latter  by  the  command  which 


CHAP.  II.]   ON  THE  EXISTING  CONDITIONS  OF  INDUSTRY.      505 

Opposition  to  the  policy  of  strikes,  I  shall  call  a  time  policy, 
is  the  policy  I  have  to  recommend  to  trades  unions  as  the 
means  of  most  effectually  serving  the  interests  of  their  con-^ 

they  have,  through  their  later  or  earlier  marriages,  over  the  amount  of  population. 
In  another  section  of  the  synopsis  he  also  states  that  the  moral  and  preventive 
check  on  population  can  achieve  the  perpetuation  of  high  wages,  hut  that  nothing 
else  will  do  it.  I  cannot  agree  with  these  views.  That  population  has  a  vital 
effect  on  wages  I  admit ;  and  that  without  a  due  restraint  on  population  high  wages 
cannot  be  maintained,  I  consider  as  evident.  But  I  hold,  and  I  have  endeavoured 
to  show  in  the  first  chapter  of  this  Part,  that  the  condition  of  the  labourer  involves 
more  than  the  mere  question  of  numbers ;  that  the  individual  labourer  is  essen- 
tially weaker  than  the  individual  employer,  and  that  he  can  never  in  a  state  of 
isolation  secure  the  highest  practicable  remuneration  for  his  labour.  There  is  an 
order  of  facts  observed  by  Malthus,  which  is  of  great  significance  on  this  subject 
He  shows  that  it  is  not  in  the  most  densely  peopled  States  that  the  pressure  of 
population  is  necessarily  most  severely  felt  Whatever  withholds  from  the  people 
the  means  of  exercising  their  industry,  or  which  oomes  to  the  same  thing, 
imposes  unnecessarily  hard  conditions  on  the  labourer  for  the  use  of  these  means, 
will  have  the  same  effect  I  am  happy  to  find,  however,  that  I  am  not  so  much  op- 
opposed  to  Dr.  Chalmers  as  I  had  imagined.  In  a  passage  which  I  had  over- 
looked, in  an  article  on  Scotch  and  English  Pauperism,  originally  published  in  the 
Edinbur^  Revitw,  he  says  that  the  possession  of  such  a  fund  among  the  labourers 
themselves  as  could  afford  them  the  means  of  a  livelihood  for  a  certain  time  with- 
out working  would  clear  away  the  whole  mischief  of  pauperism  resulting  from 
inadequate  employment  by  giving  our  workmen  '  such  a  fair  and  reciprocal  con- 
trol over  our  manufacturers,  as  every  genuine  philanthropist  would  rejoice  to  see 
them  invested  with.  This  would  elevate  them  at  once  to  that  command  over  the 
comforts  and  the  condition  of  their  own  body  which  they  have  a  right  to  maintain. 
This  would  raise  them  to  the  state  of  a  great,  independent,  and  co-ordinate  interest 
in  our  commonwealth.  But  this  they  will  never  obtain,  till  they  have  purchased 
it  by  their  own  exertion  and  their  own  economy.  It  is  nothing  but  the  produce  of 
their  savings  in  good  years,  that  will  enable  them  to  treat  with  their  employers  in 
bad  years,  and  to  hold  out  to  them  the  dignified  and  respectable  language,  that 
rather  than  work  for  unfair  and  inadequate  wages,  we  will  repair  to  the  fund  of 
our  former  retrenchments,  and  out  of  that  fund,  we  will  keep  for  a  season  oursdves 
and  our  families.*  Apart  from  the  means  by  which  he  proposes  to  carry  out  his 
scheme,  this  is  exactly  my  position  ;  and  I  am  glad  to  have  the  powerful  support  of 
Dr.  Chalmers's  authority  as  to  the  desirability  of  investing  our  labourers  with  a 
'  fair  and  reciprocal  control  over  our  manufacturers,'  which  I  regard  as  the  one 
fundamental  condition  of  any  solid  and  permanent  industrial  reform  ;  but  as  to  the 
means  suggested  by  Dr.  Chalmers  of  accomplishing  this  desirable  end,  I  regard 
them  as  simply  impracticable.  He  puts  his  trust  in  the  broken  reed  of  parsimony. 
It  is  not  only  that  I  do  not  believe  that  with  existing  industrial  conditions  such 
general  accumulations  among  the  working  classes  as  would  be  necessary  to  diffuse 
and  render  constant  the  operation  of  such  a  check  as  Dr.  Chalmers  supposes,  would 
ever  be  made  ;  but  assuming  it  to  be  made,  it  is  not  in  all  the  ways  of  private 
material  accumulation  to  accomplish  anything  so  high  and  public  spirited  as  Dr. 
Chalmers  proposes.  Dr.  Chalmers,  too,  evidently  contemplates  an  isolated,  and  not 
a  combined  movement  A  general  movement  to  renounce  employment  would 
simply  amount  to  the  policy  of  strikes,  which  is  far  too  violent  a  concussion  to  the 
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stituents.  That  they  are  able  to  enforce  it,  and  that  it  would 
effectually  accomplish  their  legitimate  objects  I  shall  en- 
deavour to  show. 

arrangements  of  industry  to  be  available  as  an  instrument  of  free  employment  in 
the  regulation  of  the  respective  claims  of  employers  and  labourers.  But  Dr. 
Chalmers  says  that  '  such  a  noble  attitude  on  the  part  even  of  a  smaU  portion  of 
our  weavers  would  bring  the  manufacturers  to  reason,  and  invest  them  with  that 
power  of  prompt  and  equal  adjustment  which,  we  are  sure,  it  would  be  for  the 
interest  of  both  parties,  and  for  the  general  interest  of  the  country  that  they  pos- 
sessed. Thus  Dr.  Chalmers  contemplates  that  in  bad  years  wages  might  be  main- 
tained by  a  portion  of  the  labourers  refraining  from  work  and  living  on  their 
savings.  But  who  is  to  make  this  heroic  sacrifice  ?  Who  that  has  laboriously 
piled  together  the  small  hoard  that  the  wages  of  a  labourer  alone  permit  him  to 
save,  will  quietly  relinquish  earning,  and  see  the  provision  of  his  family  daily 
melt  away,  in  order  that  his  less  provident  brethren  may  be  enabled  to  earn 
more  ?  If  there  are  such  Curtius-like  individuals  among  the  working  classes,  let 
them  remain  unmarried,  lest  the  reasonable  anxieties  of  a  wife  should  corrupt  their 
virtue. 


BOOK   IV. 
PRINCIPLES  OF  A  TIME  POLICY. 


CHAPTER L 

PRACTICABILITY  OF  A  TIME  POLICY. 

EXPERIENCE  has  already  shown  that  a  mechanical 
fixity  in  the  hours  of  labour  is  not  indispensable  to 
the  prosperity  of  industry.  Besides  the  encroachments  made 
by  labourers  on  established  customs,  employers  have  fre- 
quently, for  their  own  purposes,  broken  in  upon  the  customs 
established  by  themselves.  It  may,  however,  be  apprehended 
that  the  control  of  the  hours  of  labour  by  labourers  them- 
selves would  lead  to  too  great  fluctuations  in,  or  too  great 
curtailment  of  the  hours  of  labour.  This  we  shall  have  by 
and  by  to  consider ;  but  I  may  here  observe  that  it  would 
seem  that  the  claim  and  interest  of  labourers  to  deal  with 
this  matter  must  at  least  be  greater  than  that  of  govern- 
ments, to  whose  interference  any  tendency  to  fixity  in  the 
hours  of  labour  is  at  present  mainly  due. 

Before  discussing  the  advantages  of  a  time  policy  we  must 
first  dispose  of  the  preliminary  question  of  its  practicability. 
It  will  not,  indeed,  be  necessary  at  once  to  answer  every 
objection  that  may  be  brought  against  it  in  detail.  The 
proper  time  to  do  this  will  be  in  discussing  its  working  ;  but 
the  primary  difficulty.  Have  the  labourers  power  to  enforce 
the  adoption  of  this  policy  against  the  resistance  of  em- 
ployers, if  they  should  resist  its  adoption  ?  must  be  met,  or 
further  discussion  wilL  be  useless. 
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The  discussion  even  of  this  preliminary  question,  will  make 
the  first  great  advantage  of  a  time  policy  apparent     Its  adop- 
tion will  at  once,  and  finally,  abolish  strikes.    An  indispensable 
condition  of  a  time  policy  is  that  the  labourers,  in  their  united 
capacity,  should  refrain  from  any  direct  interference  with  the 
remuneration  of  labour.    If,  then,  the  demand  which  we  assume 
to  be  made  by  labourers  to  fix  the  hours  of  labour  irrespec- 
tive of  remuneration,  that  is  wholly  at  their  own  expense,  is 
resisted,  its  resistance  will  lead  not  to  a  strike,  but  to  a  lock- 
out.    By  whatever  name,  however,  the    forced    suspension 
of  labour  is  called,  such   a  result  can  never  ensue    from 
the  ordinary  adjustment  of  differences  under  a  time  policy, 
but  only  from  a  direct  resistance  to  the   principle   of  the 
policy.     If  the  principle  of  the  time  policy  is  accepted  by 
employers,    labourers   will    be    hired    for    such    time,    that 
is  to  say,  for  such  a  periodical  duration  of  labour  as  they  are 
willing   to   give,    at    such    remuneration  as  is    determined 
by    the    competition    of  employers ;  and  the    negotiations 
on  these  terms   will    proceed  without   any  interference   by 
the  union.    Any  refusal  on  the  part  of  labourers  to  accept 
the  remuneration  offered  will  be  an  individual  refusal,  and  as 
it  will  be  contrary  to  the  policy  of  the  union,  will  receive  no 
encouragement  from  it.     Such  refusals  will   amount   to  no 
more  than  individual  caprices,  and  will  be  without  influence, 
as  the  individuals  who  do  resist  will  be  without  means  to 
support  their  resistance. 

Now  there  is  a  strong  probability  that  the  principle  of  a 
time  policy,  at  all  events  after  it  is  understood,  will  not  be 
resisted  by  employers ;  as  whatever  gradual  changes  it  may 
work  iu  the  relative  position  of  employers  and  employed, 
it  will  at  no  time  and  in  no  circumstances  be,  like  the  policy 
of  strikes,  unduly  adverse  to  the  interests  of  the  em- 
ployers, and  will  often  be  highly  beneficial  to  these  inter- 
ests. But  assuming  that  prejudice  and  class  interest 
should  prevent  employers  from  perceiving  their  real  in- 
terest   in   the   matter,  and   that   they  should   determinedly 
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oppose  the  introduction  of  the  policy,  what  will  be  the  result 
of  the  struggle  ? 

It  might  appear  from  the  results  of  the  strike,  as  well  as 
from  the  general  analogy  of  the  collision  of  hostile  interests, 
that  the  conflict  would  be  long  and  doubtful ;  and  that  in 
the  end  when  both  parties  were  exhausted,  matters  would 
remain  very  much  as  they  were  at  the  beginning.  But  the 
conditions  of  the  conflict  would  be  wholly  different  from 
those  of  an  ordinary  strike,  or  from  any  mere  collision  of 
hostile  interests.  It  would  be  a  conflict  of  principle,  in 
which  the  right,  and  the  power  of  coherence  and  endurance 
were  on  one  side,  and  arbitrary  usurpation  and  division  of 
interests  on  the  other. 

Being  a  contest  of  principle,  and  not  of  particular  interests, 
the  choice  of  time  and  mode  of  attack  would  rest  with  the 
assailants.  In  an  ordinary  strike  some  definite  immediate 
advantage  is  wanted  by  some  particular  body  of  labourers, 
and  if  they  insist  on  having  it,  there  is  no  choice  as  to  the 
time  and  mode  of  the  contest.  Here,  what  is  wanted  is  the 
establishment  of  a  principle ;  and  it  is  a  matter  of  indifference 
at  what  time  and  by  what  body  of  labourers  the  conflict  is 
begun.  The  assault  can  be  delivered  at  the  weakest  point 
of  the  line  and  at  the  time  when  the  enemy  is  least  prepared 
for  organized  resistance.  Whenever  and  wherever  the  contest 
takes  place,  moreover,  it  can  be  supported  by  the  entire 
strength  of  the  aggressive  party.  In  an  ordinary  strike  the 
interest  of  the  particular  body  of  labourers  engaged  is  by  no 
means  necessarily  the  interest  of  any  other  body  of  labourers. 
On  the  contrary  the  gaining  of  their  point  has  a  natural 
tendency  to  raise  the  cost  of  some  production ;  and  if  it  is 
the  production  of  any  commodity  which  other  labourers 
consume,  their  gain  may  be  to  some  extent  a  loss  to  others.* 
Notwithstanding  this  obvious    divergence  of   interests,  the 

*  This  aigument  is  made  a  great  deal  too  much  of  by  the  opponents  of  strikes, 
as  if  labourers  were  the  only  consumers,  and  as  if  none  of  the  gain  from  strikes 
came  out  of  profits  ;  so  that  what  was  gained  in  one  way  wa3  exactly  lost  in  the 
other.    The  dishonesty  of  this  argument  is  apparent. 
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sympathy  evoked  by  the  stronger  common  interest,  even 
on  behalf  of  those  who  are  merely  struggling  for  their  own 
particular  end,  is  so  powerful  that  liberal  support  has  often 
been  accorded  to  labourers  engaged  on  an  arduous  and 
protracted  strike  by  other  bodies  of  labourers  in  no  way 
specially  interested  in  their  particular  branch  of  industry. 
Much  more  would  the  support  of  all  labourers  be  freely 
accorded  to  a  body  struggling  for  the  recognition  of  a 
principle  common  to  all.  What  could  the  employers  oppose 
to  this  ?  Pecuniary  aid  could  not  be  taken  by  the  employers 
engaged  in  the  struggle  ;  and  it  is  obvious  that  all  employers 
could  not  lock  out  their  labourers  because  they  sympathized 
with  one  section  of  labourers  who  had  been  locked  out  Thus 
the  ordinary  weakness  of  labourers  in  a  strike,  disparity  of 
means,  would  in  this  case  be  wholly  obviated.  It  remains 
to  be  seen  if  the  object  contended  for  is  so  reasonable  and 
practicable  as  to  bring  it  within  the  compass  of  attainment 
by  the  means  available  for  enforcing  it.  Herein  consists  the 
special  advantage  of  the  position  that  would  be  assumed  by 
labourers  under  a  time  policy  ;  their  demand,  urged  with 
moderation  and  good  policy,  is  of  a  nature  that  could  not 
be  resisted. 

The  principle  to  be  established  is  that  labourers  who  live 
within  their  own  means  are  masters  of  their  own  time.  The 
resources  available  for  establishing  it  are  equally  simple  and 
effective.  The  demand,  of  course,  would  be  made  by  one 
body  of  labourers  at  a  time,  and  the  period  for  making  it 
would  be  selected  at  the  time  when  it  could  be  made  with 
most  advantage,  when,  for  example,  employers  were  least 
concerned  in  enforcing  a  definite  amount  of  labour.  The 
object  being  merely  to  establish  the  principle,  the  practical 
demand  would  be  of  the  most  moderate  kind,  say  the  deduc- 
tion of  one  hour  from  the  daily  period  of  labour.  Assuming 
that  the  demand  was  resisted,  the  labourers  would,  of  course, 
refuse  to  work  for  a  longer  period  than  they  had  deter- 
mined on,  and   the   result  would  be  a  lock-out      This  is 
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always  inconvenient  to  employers,  and  to  some  employers 
always  more  than  to  others ;  in  the  circumstances  now  under 
consideration  it  need  be  no  inconvenience  to  the  labourers 
at  all.  If  the  battle  was  recognised  as  that  of  the  class, 
they  would  be  sustained  and  provided  for  during  the  struggle 
by  the  class.  This  is,  however,  only  the  smaller  part  of  their 
advantage.  The  power  thus  given  them  to  maintain  their  own 
union  would  only  place  them  on  an  equality,  or  little  more 
than  an  equality  with  their  employers ;  another  part  of  their 
case  by  enabling  them  to  break  the  union  of  their  employers 
would  give  them  a  decisive  advantage.  It  is  to  be  remem- 
bered that  the  labourers  would  make  no  demand  on  the  score 
of  wages.  Their  demand  would  simply  be  to  be  allowed  to 
dispose  of  their  time  in  such  quantities  as  it  might  suit  them- 
selves to  do.  In  contending  for  the  principle  it  would  obviously 
be  the  policy  of  labourers  to  emphasize  this  point.  Whoever 
admitted  the  principle  accordingly  might  have  their  services 
for  the  working  time  fixed  by  themselves  at  such  nominal 
terms  as  he  pleased  to  give.  It  is  clear  that  during  the 
struggle  for  principle,  at  all  events,  this  arrangement  would 
present  no  difficulty  to  the  labourers.  It  would  be  as  easy 
for  their  supporters  to  maintain  them  while  working  for  in- 
adequate wages  as  while  remaining  idle.  Nor  would  the  time 
spent  on  such  labour,  however  inadequately  remunerated,  be 
spent  in  vain.  Suppose  the  remuneration  given  for  it  were 
no  more  than  sixpence  a  day,  the  labour  of  those  who  accepted 
it  would  be  the  most  profitable  labour  it  could  be  put  in  the 
power  of  labourers  to  do.  The  attitude  of  concession  and 
conciliation  thus  adopted  would  appeal  both  to  the  feel- 
ings and  to  the  interests  of  employers.  If  there  were  any 
who  doubted  the  justice  of  resisting  a  demand  so  reasonable, 
enforced  in  a  manner  so  undictatorial,  it  would  afford  them  an 
excuse,  or  rather  a  justification,  for  withdrawing  from  the 
resistance.  If  there  were  any  who  were  hard  pressed  by  the 
inconvenience  of  a  forced  suspension  of  their  operations,  it 
would  enable  them  to  resume  them  on  unusually  favourable 
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terms,  by  securing  labour  at  rates  as  low  as  decency  would 
permit  them  to  ofTer,  and  at  the  same  time  gaining  a  start  on 
their  competitors. 

If  from  either  of  these  reasons  a  few  of  the  emplo)^rs  gave 
way,  the  resistance  of  the  rest  would  soon  become  hopeless. 
By  holding  out  they  would  simply  subject  themselves  to 
immediate  loss  and  emperil  their  future  standing  by  allowing 
others  to  reap  their  profits  and  absorb  their  trade  connections. 
The  establishment  of  the  principle  in  one  trade,  would  not 
make  it  more  difficult  to  carry  out  the  same  tactics  in  another ; 
and  the  resistance  would  diminish  as  the  hope  of  success 
became  feebler.  Thus  the  first  victory  would  practically 
establish  the  principle,  so  far  at  least  as  to  secure  for  the 
policy  a  fair  trial  on  its  merits. 

But  is  there  not  in  the  concessions  by  which  this  pre- 
liminary advantage  would  be  gained  a  weakness  which  would 
destroy  any  hope  of  permanently  maintaining  a  policy  estab- 
lished by  means  of  them  ?  It  might  be  so  if  the  concessions 
were  extraneous  to  the  policy ;  if  they  were  not  founded  on 
just  principles,  and  supported  by  a  sound  economical  calcula- 
tion of  the  resources  of  those  who  made  them  ;  but  as  these 
concessions  are  precisely  the  basis  of  the  policy,  and  as  the 
only  means  needed  to  r^^in  what  has  been  sacrificed  is  not 
to  change  the  tactics  already  inaugurated,  but  to  persevere  in 
them,  the  concessions  made  to  secure  success  in  the  pre- 
liminary tactics  can  argue  nothing  against  the  permanence  of 
the  policy.  To  show  this  fully,  however,  will  require  details, 
which  will  be  found  in  the  subsequent  chapters. 


BOOK    IV.— CHAPTER    II. 

COMPARISON  OF  TIME  POLICY  WITH  POLICY  OF  STRIKES. 

THE  policy  of  strikes  has,  as  already  noticed,  little  or  no 
positive  remedial  efficacy.  Its  sole  aim  is  to  effect  a 
distribution  of  the  proceeds  of  industry  more  favourable  to 
labourers  than  unrestrained  competition ;  but  it  has  no 
tendency  to  increase  or  economize  the  proceeds  of  industry. 
It  does  not  check  the  waste  occasioned  by  competition,  and 
instead  of  making  industry  more  productive  in  proportion  to 
the  labour  expended,  it  puts  new  obstacles  in  the  way  of  its 
productiveness.  I  purpose  to  show  that  the  time  policy  is  a 
more  efficient  corrective  than  the  policy  of  strikes  of  excessive 
inequalities  of  distribution  of  the  proceeds  of  industry ;  and 
that  while  it  sweeps  away  the  obstructions  to  labour  intro- 
duced by  the  policy  of  strikes,  it  exercises  a  powerful 
remedial  agency  in  arresting  the  waste  caused  by  the 
excesses  of  competition. 

To  begin  with  what  is  most  simple,  let  us  compare  the 
time  policy  with  the  policy  of  strikes  in  respect  to  what  the 
latter  professes  to  do,  namely,  to  influence  wages,  or  to  affect 
the  distribution  of  the  proceeds  of  industry  favourably  for  the 
labourer.  A  single  illustration  will  suffice  to  show  the  mode 
in  which  a  time  policy  will  operate  upon  the  distribution  of 
the  proceeds  of  industry  between  employers  and  labourers,  so 
as  to  promote  the  interests  of  the  latter.  Wages  are,  like  all 
the  other  terms  of  mercantile  negotiations,  subject  to  the  law 
of  supply  and  demand  ;  and  whatever  may  be  the  remote 
causes,  the  immediate  cause  of  low  wages  is  always  a  supply 
of  labour  bearing  a  high  ratio  to  the  demand  for  it.     As  with 

other  commodities,  the  demand  for  labour  increases  as  the 

2  K 
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price  diminishes,    so  that  an   enlarged  supply  can,   within 
certain  limits,  always  be  taken  up  at  a  reduced  price ;  but  the 
price,  by  the  natural  action  of  competition,  is  reduced  not  for 
the  additional  supply  only,  but  for  the  whole  labour  of  that 
kind  in  the  market.    The  general  causes  which  act  upon  the 
value  of  labour  are  the  result  of  the  concurrence  of  a  number 
of  particular  causes  ;  and  it  is  with  these  particular  causes  we 
have  here  to  deal.    When  there  is  an  excess  of  any  particular 
kind  of  labour,  the  value  of  that  kind  of  labour  falls  alone,  and 
that  of  other  kinds  is  not  affected  ;  and  as  each  particular 
industry  has  its  own  vicissitudes,  resulting  from  its  own  par- 
ticular history  and  circumstances,  the  fluctuations  in  the  value 
of  each  particular  kind  of  labour  are  influenced  primarily  by 
these  circumstances.    The  common  influences  which  affect  all 
labour  alike  operate,  in  each  kind  through,  and  in  accordance 
with,  its  own  particular  circumstances ;  and  these  common 
influences,  as  has  already  been  shown,  are  simply  the  result 
of  the  common  tendencies  to  which,  in  their  individual  histories, 
all  the  different  kinds  of  industry  are  liable.     Each  industry 
must  therefore  be  considered  as  a  separate  unit,  which  though 
reciprocally  communicating  influences  with  all  other  industries, 
is  always  most  powerfully  affected  by  its  own  history,  cir- 
cumstances and  development.    This  individuality  not  only 
enables  each  industry  to  exercise  a  separate  control  over  its 
own  interests ;  but  also  to  react  upon  the  influences  which 
affect  all  in  common ;   so  that  when  a  common  policy  is 
pursued  in  each  separate  organization,  a  marked  control  may 
be  exerted,  as  will  subsequently  be  shown,  in  many  ways, 
over  common,  as  well  as  over  particular  interests. 

To  begin,  however,  with  the  particular  case.  Let  us  sup- 
pose there  are  in  a  trade  a  hundred  labourers  (the  number  is 
taken  merely  for  simplicity,  and  we  might  as  well  say  10,000, 
20,000  or  100,000) ;  that  there  is  only  in  the  actual  circum- 
stances of  the  trade  900  hours'  work  requiring  to  be  done  in 
the  day,  and  that  each  labourer  insists  on  seeking  ten  hours' 
employment.    Necessarily  only  ninety  labourers  will  be  em- 
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ployed,  and  ten  will  remain  idle.  These  ten  will,  however, 
persist  in  their  applications  for  work,  and  being  soon  reduced 
to  extremity,  will  be  compelled  to  offer  lower  terms*  These 
terms  will  have  to  be  accepted  by  all  who  are  in  employment, 
or  the  first  who  refuse  will  have  to  give  way  to  the  unem- 
ployed men,  and  will  be  ready  in  their  turn  to  displace 
others.  No  amount  of  displacement,  however,  as  long  as 
the  conditions  remain  unaltered,  will  alleviate  the  competi- 
tion, or  arrest  the  decline  of  wages.  Nor  is  there  any 
minimum  beyond  which  in  these  circumstances  wages  will 
not  fall.  The  permanent  minimum  of  wages  is  the  means 
of  subsisting  and  reproducing  labourers ;  but  labourers  in 
actual  want  will  work  for  less  than  an  adequate  maintenance 
for  themselves  alone,  and  the  only  limit  is  the  failure  of 
individual  strength.  When,  therefore,  through  a  too  rapid 
growth  of  population,  the  state  of  things  we  are  considering 
becomes  general  in  a  community,  the  only  check  to  the 
decline  of  wages  is  the  increased  mortality  arising  from 
inadequate  maintenance,  and  the  check  to  the  growth  of 
population  from  inability  to  maintain  offspring. 

But  when  such  circumstances  arise  in  a  single  trade, 
although  both  the  causes  and  tendencies  of  the  movement 
may  be  strictly  analogous  to  those  in  the  case  of  general 
over-population,  the  relations  of  the  over-peopled  trade  to 
other  trades  alters  the  direction  of  the  movement,  and 
though  it  does  not  give  it  a  more  beneficial  tendency, 
prevents  by  diffusion  the  precipitation  of  a  crisis.  When 
the  value  of  labour  in  the  particular  industry  begins  to  fall 
its  cheapness  tempts  the  employers  of  that  labour  to  extend 
their  production  and  thus  all  the  labourers  may  be  employed. 
But  if  the  circumstances  of  the  industry  remain  unchanged, 
that  is  to  say,  if  the  strength  of  the  demand  does  not  increase, 
and  the  mere  excess  of  labour  has  no  tendency  to  increase 
it,  the  increase  of  production  does  not  tend  to  any  increase 
of  the  value  of  the  gross  proceeds  of  production ;  so  that 
although  more  mork  is  done  there  will  not  be  a  proportionate 
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increase  of  proceeds  to  divide,  and  the  employers  as  an 
inducement  to  undertake  this  extra  work,  resulting  from  a 
pressure  of  labour  not  of  demand,  will  claim  a  larger  share, 
so  that  the  labourers  must  be  content  with  a  smaller. 
Until  the  demand  expands,  or  the  pressure  of  labour  is 
withdrawn,  this  excess  of  production  will  be  permanent, 
and  will  continue  to  depress  the  value  of  labour.  This 
indicates  the  nature  of  speculative  production,  that  is  of  pro- 
duction which  presses  aggressively  on  the  demand,  as  being 
always  unfavourable  to  the  remuneration  of  the  labourer.  If, 
in  the  circumstances  we  have  supposed,  however,  the  ninety 
labourers  instead  of  persisting  in  working  ten  hours  a  day 
should  be  content  to  work  only  nine,  room  would  be  made  for 
the  ten  additional  labourers,  and  the  tendency  to  depreciate 
wages  by  excessive  competition  for  employment  on  the  one 
hand,  or  by  excessive  production  on  the  other,  would  be 
arrested. 

In  this  account  of  the  working  of  a  time  policy,  we  have 
the  germ  both  of  a  corrective  action  upon  the  immediate, 
and  of  a  remedial  action  on  the  remote  causes  of  low  wages ; 
and  both  of  these  are  necessary  in  any  policy  which  is  to  be 
permanently  beneficial  either  to  labourers  or  to  the  general 
interests  of  industry.  Unless  the  labourers'  interest  in  the 
immediate  distribution  of  the  proceeds  of  industry  is  pro- 
tected, it  will  be  of  little  avail  for  them  to  remedy  remote 
causes  of  non-productiveness ;  but  if  the  productiveness  of 
labour  itself  is  not  cared  for,  no  distribution  of  the  proceeds, 
however  equitable,  will  yield  a  satisfactory  result  to  either  party. 

In  the  case  we  have  supposed,  the  immediate  action  of  the 
policy  is  not  to  raise  wages,  but  to  arrest  their  decline ;  and 
this  it  will  be  observed  is  done  at  a  sacrifice.  The  policy 
accepts  the  fact  of  an  increase  of  competition,  submits  at 
once  to  the  inevitable  loss  entailed  by  it,  and  by  so  doing 
arrests  the  tendency  of  a  persistent  competition  to  aggravate 
the  loss  indefinitely  by  maintaining  in  constant  activity  the 
excess  of  labour  which  is  its  cause. 
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This  result  will  re-suggest  the  doubt  as  to  the  permanent 
practicability  of  a  time  policy.  It  is  true  that  in  the  case 
we  have  given  the  cause  of  a  decline  in  the  rate  of  wages 
has  been  entirely  removed ;  but  it  has  been  removed  only 
by  diminishing  for  each  individual  the  actual  amount  of 
wages.  Each  labourer  has  had  to  sacrifice  a  tenth  part  of 
his  labouring  power  and  a  corresponding  share  of  his 
remuneration.  Can  such  sacrifices .  continue  to  be  made 
whenever  the  occasion  presents  itself,  and  what  is  to  be 
done  with  the  time  abstracted  from  industry?  Is  it  to  be 
lost  to  production  altogether.? 

These  questions  will  fall  to  be  answered  more  fully  when 
we  come  to  consider  the  remedial  action  of  a  time  policy. 
In  the  meantime,  however,  a  plain  answer  may  be  returned 
to  the  latter.  The  time  abstracted  from  industry  is  to  be 
abstracted  from  it  altogether ;  and  as  far  as  production  or 
other  industrial  operations  are  concerned,  it  is  to  be  entirely 
lost.  However  dreadful  this  may  appear  to  economists  whose 
views  do  not  extend  beyond  the  production  and  accumulation 
of  wealth,  it  will  not  alarm  those  who  understand  that  even 
labourers,  as  men,  have  other  interests  besides  those  of 
material  production.  Two  observations  may  suffice  tempo-* 
rarily  to  reconcile  to  it  those  who  may  apprehend  that 
the  material  resources  of  labourers  may  be  inadequate  to 
the  sacrifice,  or  that  the  general  interests  of  industry  may 
be  seriously  compromised  by  it.  In  both  of  these  respects 
the  apparent  weakness  of  a  time  policy  is  its  strength.  The 
apparent  sacrifices  demanded  by  it  must  be  made  at  once, 
and  without  immediate  hope  of  compensation.  There  is 
not,  as  in  the  case  of  strikes,  a  direct  demand  put  forth 
which  may  be  any  day  acceded  to,  and  may  thus  at  once 
put  an  end  to  and  compensate  for  the  sacrifice.  There  is 
simply  a  sacrifice  made,  certainly  with  an  ulterior  object, 
but  with  no  time  fixed,  and  no  determinate  possibility 
of  calculating  when  the  sacrifice  will  be  compensated. 
Labourers  with  the  material   responsibilities  they  have   to 
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discharge,  may  be  trusted  not  to  carry  such  sacrifices  so 
for  as  to  compromise  their  immediate  means  of  maintenance. 
But,  further,  if  it  can  be  shown  that  the  time  thus  abstracted 
from  industry,  while  it  is  capable,  in  the  form  of  leisure, 
of  being  turned  to  the  highest  account  for  the  moral  and 
material  welfare  of  the  whole  class  of  labourers,  is  by  this 
very  weakness  precisely  limited  to  the  time  which,  as  pre- 
viously shown,  is  expended  injuriously  on  a  competition 
equally  hurtful  to  employers  and  labourers,  and  in  stimu- 
lating by  over-production  an  unprofitable  consumption,  the 
interests  of  labourers  will  be  reconciled  to  those  of  employers 
and  of  the  entire  community,  and  a  more  healthful  condition 
of  industry  will  be  shown  to  result  from  a  more  economical 
use  of  time.  This,  and  nothing  less  than  this,  is  what  I  claim 
as  the  result  of  a  time  policy. 

But  it  remains  to  be  shown  that  a  time  policy  has  not  only 
a  tendency  to  arrest  a  fall  of  wages  from  excess  of  competi- 
tion, but  that  it  has  an  active  tendency  to  raise  wages  when 
from  any  cause  they  have  fallen  below  a  due  proportion  to 
the  productiveness  of  industry. 

Let  us  take  the  case  already  supposed  of  a  body  of 
labourers  working  to  establish  a  time  policy,  and  assume 
that  the  employers  taking  advantage  of  their  passive  attitude 
in  respect  to  remuneration,  should  reduce  their  wages  much 
below  the  actual  value  of  their  labour  in  the  circumstances  of 
the  market.  As  the  time  policy  has  limited  the  supply  of 
labour  in  the  market,  the  reduced  price  of  labour  is  not  in 
these  circumstances  caused  by  a  redundancy  of  supply,  and 
will  not  lead  to  an  excess  of  production.  It  will  consequently 
have  no  tendency  to  lower  the  value  in  the  market  of  the 
commodities  produced  by  the  depreciated  labour.  The  entire 
saving  in  the  price  of  labour  will  thus  form  an  additional 
profit,  and  production  will  become  highly  remunerative  to 
employers.  Naturally  each  employer  will  wish  during  this 
probably  brief  period  of  large  profit  to  make  his  production 
as  large  as  possible.     The  time  policy  absolutely  precludes 
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extension  in  one  direction,  by  extending  the  hours  of  labour ; 
there  is  only  another  way  in  which  it  can  be  effected,  by 
increasing  the  number  of  labourers.  Thus  an  active  com- 
petition for  labourers  will  set  in,  and  will  continue  as  long  as 
there  is  any  extra  profit  to  dispose  of,  that  is,  until  the 
labourers  have  received  the  full  value  for  their  labour  which 
the  circumstances  of  the  market  admit  of. 

Let  us  now  compare  this  mode  of  operating  on  wages  with 
the  mode  of  operating  on  them  in  strikes. 

It  has  been  pointed  out  that  the  operation  of  the  strike 
on  wages  is  defective  by  reason  of  its  arbitrariness.  There  is 
no  criterion  by  which  it  can  be  determined  that  the  demand 
made  in  a  strike  is  adequate  on  the  one  hand,  or  that  it  is  not 
excessive  on  the  other.  The  success  of  a  strike  is  accordingly 
never  satisfactory  or  secure.  It  is  unsatisfactory,  because  it 
is  not  known  if  enough  has  been  gained ;  it  is  insecure, 
because  it  is  not  certain  that  too  much  has  not  been  extorted. 
The  success  of  the  time  policy  does  not  depend  upon  any 
arbitrary  demand  made  by  the  labourers  themselves,  but  on 
the  common  operation  of  the  law  of  competition.  The 
amount  of  success  secured  by  it  is  thus  determined  naturally. 
The  addition  to  wages  is  not  forced  from  employers  by 
external  dictation,  but  offered  by  them  spontaneously,  and 
with  the  guarantee  of  their  experience  that  it  can  be  made 
with  safety.  But  is  it  adequate  as  well  as  safe  ?  The  cause 
of  the  uncertainty  on  this  point  with  strikes,  as  has  been 
shown,  is  the  incapacity  of  labourers  to  form  an  accurate 
estimate  of  the  value  of  labour,  from  their  ignorance  of  the 
requirements  of  capital  and  management  These  are  the 
things  of  which  employers  are  most  competent  to  judge ;  but 
their  judgment  is  liable  to  be  partial,  owing  to  their  own  deep 
interest  in  the  question.  Now  the  triumph  of  the  time  policy 
is  that  it  turns  the  skill  and  calculating  power  of  the  employer 
round  from  an  antagonistic  attitude  to  one  favourable  to  the 
labourer,  that  it  compels  the  employer  to  inquire  not  for  how  - 
little  the  labourer's  services  can  be  procured,  but  how  much 
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he  can  afford  to  pay  him ;  and  in  this  inquiry  the  employer, 
stimulated  by  competition,  will  exert  all  the  refinements  of 
his  anticipative  skill. 

The  time  policy  has  this  effect  because  it  is  the  natural 
resource  and  protection  of  the  labourer.  If  there  were  no 
restriction  from  law  or  combination,  the  employer  could  easily 
as  has  been  pointed  out,  encroach  indefinitely  on  the  time  of 
the  labourer,  and  exhaust  his  strength  before  permitting  any 
competition  from  scarcity  of  labour  to  arise.  Legal  interfer- 
ence is  but  an  inadequate  protection  to  the  labourer,  and  is 
from  its  unyielding  and  mechanical  nature  entirely  contrary 
to  the  genius,  and  adverse  to  the  interests  of  industry.  An 
intelligent  and  watchful  control,  ready  to  adapt  itself  to  all 
changes  of  circumstances,  can  alone  meet  the  requirements  of 
industry ;  and  this,  as  will  presently  appear,  can  be  exercised 
only  by  the  labourers  themselves. 

When  the  supply  of  labour  in  the  market  is  restricted  by 
a  time  policy,  the  employer  has  only  one  mode  of  getting 
an  additional  supply,  by  procuring  additional  labourers.     If 
the  margin  of  profit  on  production  is  high,  every  employer 
will   desire  to  extend  his  production  as  much  as  possible. 
An  active  competition  for  labour  will  therefore  be  carried  on. 
It  has  already  been  shown  that  the  tendency  of  competition 
among  employers  is  to  carry  production  to  its  utmost  limit 
The  same  tendency  will  prevail  with  the  restricted  as  with 
the  unrestricted  supply  of  labour.     It  naturally  follows  that 
in    this  competition   profits    will    tend    to  their  minimum. 
While  the  control  of  the  supply  of  labour  does  not  rest 
with  employers,   profits  cannot   be    minimised    by    forcing 
production   to  excess ;  they  will  accordingly  be  minimised 
by  forcing  up  the  price  of  labour.     A  time  policy  thus  gives 
the  labourer  what  the  policy  of  strikes  can  never  give  him, 
the  assurance  that  he  is  at  all  times  paid  the  full  value  for 
his  labour. 

The  next  point  of  comparison  between  the  time  policy  and 
the  policy  of  strikes  is  the  respective  cost  of  the  two  policies. 
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We  have  seen  that  the  cost  of  the  policy  of  strikes  forms  a 
heavy  deduction  from  the  gains  that  accrue  to  labourers 
through  it.  This  loss  is  not  only  heavy  ;  but  it  is  altogether, 
or  nearly  altogether  uncompensated.*  It  forms  an  additional 
charge  upon  industry,  and  adds  to  other  circumstances 
already  alluded  to,  which  tend  to  depress  the  condition  of  the 
labourer,  to  make  his  toils  heavier  and  his  gains  lighter. 
But  the  heavy  cost  of  this  policy  not  only  forms  a  serious 
deduction  from  its  gross  gains  ;  it  also  diminishes  these  gains 
by  impairing  its  efficiency.  A  strike  cannot  be  made  unless 
there  are  funds  to  support  the  labourers ;  and  it  is  always 
an  anxious  as  well  as  a  very  obscure  question,  how  long  it 
will  last,  and  what  are  the  prospects  of  success.  On  the 
other  hand,  when  a  heavy  collection  of  funds  is  made  for  this 
purpose,  there  is  in  a  full  exchequer  a  temptation  to 
aggressive  tactics,  which  is  liable  to  lead  to  movements 
neither  judicious  nor  advantageous. 

A  time  policy,  in  as  far  as  it  is  judiciously  worked,  costs 
nothing ;  and  as  it  would  be  both  unnecessary  and  undesirable 
that  it  should  be  supported  by  any  general  fund,  there  would 
be  no  extraneous  inducement  to  carry  it  to  injudicious 
extremes.  The  time  withdrawn  from  labour  tends  directly 
to  make  the  remaining  labour  more  profitable,  and  this  time, 
as  Will  subsequently  be  noticed,  has  a  high  value  of  its  own 
as  leisure ;  while  on  the  other  hamd  the  anxiety  and  excite- 
ment connected  with  a  strike,  the  uncertainty  of  its  duration, 
the  want  of  means  and  other  circumstances,  inevitably 
prevent  the  too  large  amount  of  time  suddenly  thrown  on  the 
hands  of  the  labourers  from  being  generally  turned  to  any 
profitable  account  at  all. 

*  The  loss  occasioned  by  strikes  does  not  consist  merely  in  the  time  lost  to 
industry.  This  is  commonly  estimated  at  an  enormous  number  of  pounds  sterling, 
which  is  a  very  amusing  way  of  estimating  the  value  of  time.  It  is  true  that  the 
violent  concussion  given  by  a  strike  to  the  whole  relations  of  industry  greatly 
aggravates  the  monetary  loss,  or  the  derangement  of  the  profitable  employment 
of  industry.  But  the  most  serious  consideration  is  that,  ^  will  presently  be 
noticed,  the  time  lost  to  industry  from  a  strike,  is,  owing  to  the  peculiar  nature  ot 
thai  operation,  commonly  time  lost  absolutely. 
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But  the  advantage  of  the  time  policy  is  most  conspicuously 
shown  in  the  superiority  which  its  freedom  from  cost  gives 
it  over  the  policy  of  strikes  in  respect  to  its  efficiency  as  an 
instrument  for  controlling  the  remuneration  of  labour.  This 
will  appear  more  clearly  when  we  come  to  consider  its 
working  in  detail ;  but  a  comparison  of  the  principles 
involved  in  this  application  of  the  two  policies  is  of  too  great 
importance  to  be  omitted  here. 

The  contest  between  employers  and  labourers  is   one  of 
material  means.    Although  the  material    resources   of    the 
employers  are  much  greater  than  those  of  the  labourers,  this 
contest  is  by  no  means  naturally  so  unequal  as  it  appears. 
If  the  means  of  the  employers  are  greater,  their  charge  is 
greater    also;    and  when    the  superiority  turns    upon    the 
question  of  endurance,  both  means  and  responsibilities  have 
to  be  taken  into  account.    The  labourers,  with  their  inferior 
means,  have  only  to  maintain   themselves ;  the  employers 
have  both  their  own  maintenance  and  the  reservation  of  the 
means  of  reproduction  to  care  for.      The  natural  equilibrium 
between  the  parties  is  upset,  however,  when  the  labourer^ 
by    a    mode    of   contest    which    partakes  of  revolutionary 
violence  rather  than  of  mercantile  diplomacy,  hazard    the 
wages  which  form  nearly  the  whole  of  their  own   means, 
against  the  profits  which  form  a  much  smaller  part  of  the 
means  of  their  employers. 

Those  among  the  labouring  classes  who  are  accustomed  to 
the  application  of  mechanical  force  know  that  when  a  force 
greater  than  is  necessary  is  applied  to  accomplish  any  object, 
instead  of  doing  the  work  more  efficiently,  it  does  it  less 
efficiently;  the  additional  power  retarding  the  work  and 
injuring  the  machinery  by  the  generation  of  unnecessary 
strain  and  friction.  In  like  manner  when  labourers  for  the 
purpose  of  influencing  wages  bring  the  coercive  power  of  a 
total  suspension  of  labour  to  bear  on  employers,  they  arouse 
an  antagonism  which  tends  to  frustrate  their  object;  and 
which  if  it  does  not  defeat  it  altogether,  prevents  it  from 
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being  accomplished  fully  and  precisely,  as  already  shown. 
As  soon,  moreover,  as  this  violent  application  of  force  is 
vrithdrawn,  all  its  corrective  action  upon  wages  is  at  an 
end  ;  and  it  is  only  by  a  threat  of  renewing  it,  that  any 
new  adjustment  can  be  accomplished.  If,  on  the  other 
hand,  by  withdrawing  only  a  small  portion  of  their  labour 
from  the  market,  labourers  can  set  employers  to  calculating 
how  to  procure  additional  supplies  of  it,  they  raise  its  re- 
muneration spontaneously,  and  gain,  by  this  less  expensive 
means,  an  indefinite  increase  of  power.  It  raises  their  power 
of  endurance  at  once  to  a  level  with  that  of  their  employers, 
and  enables  them  to  apply  the  appropriate  remedy  with  effect 
whenever  they  have  reason  to  believe  that  they  suffer  from 
inadequate  remuneration ;  or  rather,  as  will  subsequently 
appear,  the  action  of  this  remedy  is  constant,  and  there  is 
no  reason  why  it  should  be  applied  in  such  a  way  as  to 
produce  any  of  the  arbitrary  disturbances  to  industry  which 
result  from  strikes.  If  this  be  so,  it  is  evident  that  a  strike, 
in  any  circumstances  whatever,  becomes  simply  a  blunder  in 
tactics.  A  time  policy  will  thus  have  the  great  advantage 
of  restoring  peace  to  industry;  and  by  not  only  giving  to 
labourers  the  full  remuneration  of  their  labour,  but  what  is 
of  greater  importance  to  harmony,  the  knowledge  and  con- 
fidence that  they  receive  it,  will  put  an  end  to  the  suspicion 
and  jealousy,  which  to  the  great  injury  of  both,  hinder 
thorough  co-operation  between  labourers  and  employers. 

Besides  the  direct  cost  of  strikes,  they  impose,  as  we  have 
seen,  a  heavy  charge  on  industry  in  the  form  of  restrictions 
upon  individual  freedom,  which  are  either  necessary  to  their 
working,  or  are  the  natural  result  of  the  jealousies  of  which 
this  policy  is  the  expression.  These  restrictions,  besides 
injuriously  affecting  the  productiveness  of  industry,  seriously 
impair  the  efficiency  of  the  policy  of  which  they  are  adjuncts, 
by  the  division  of  interests  which  they  create.  In  establishing 
a  policy  of  union  it  is  of  the  greatest  importance  that  there 
should  be  a  clear  distinction  between  common  and  individual 
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interests,  and  that  the  former  should  not  be  pushed  so  far  as 
to  oppress  the  latter.  In  the  existing  policy  of  trades  unions, 
the  sacrifice  of  individual  interests  is  liable  frequently  to 
exceed  the  benefit  derived  from  the  common  policy.  It  has 
long  been  a  reproach  against  this  policy  that  it  deprives 
superior  workmen  of  the  benefit  of  their  superior  skill  and 
diligence,  and  thus  destroys  their  independence,  or  at  all 
events  substitutes  for  the  oligarchic  tyranny  of  employers  the 
democratic  one  of  the  mob  of  inferior  labourers ;  and  in  this 
reproach  there  is  much  truth.  Accordingly  the  policy  of 
strikes  has  always  made  numerous  dissentients,  a  circum- 
stance which  increases  the  hazard  of  its  enterprises. 

It  may  be  laid  down  as  a  safe  rule  that  no  individual 
ought  to  be  asked  to  sacrifice  to  the  common  interest  any 
individual  interest  of  greater  value  to  him  than  his  share  in 
the  common  interest.  It  is  only  on  the  assumption  that 
the  common  rights  of  labourers,  the  liberty  and  reasonable 
remuneration  of  labour,  cannot  be  maintained  without  the 
sacrifice  of  individual  skill  and  diligence,  that  it  can  be  pre- 
tended that  the  individual  interest  in  these  is  not  greater 
than  any  benefits  which  the  individual  can  derive  by  sacrific- 
ing them  to  a  common  policy ;  and  if  this  assumption  were 
proved,  the  labourer  might  well  doubt  which  of  two  forms 
of  bondage  offered  to  him,  it  would  be  expedient  to  choose. 
A  time  policy  demands  no  such  sacrifice.  It  is  not  neces- 
sary to  its  enforcement  that  there  should  be  equality  either 
of  skill  or  remuneration  among  labourers.  It  demands  from 
each  labourer  only  the  sacrifice  of  that  portion  of  his  working 
time  which  is  liable  to  be  used  to  his  disadvantage.  In  con- 
senting to  such  sacrifices  for  the  common  interest,  all  labourers, 
whatever  their  d^^ree  of  skill,  have  an  equal  interest ;  and 
each  has  a  greater  interest  in  the  result  of  the  common 
policy  than  he  has  in  what  he  individually  surrenders  to  it. 
It  might,  for  example,  very  much  suit  a  particular  labourer 
at  a  given  time  to  do  much  extra-work  for  the  sake  of  extra- 
remuneration.    But  if  he  claims  this  liberty  himself,  he  must 
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allow  it  to  all  others  ;  and  by  the  excess  of  competition  thus 
created  he  permanently  lowers  the  value  of  his  own  industry, 
and  destroys  the  very  spring  of  the  resource  to  which  he  looks 
for  higher  remuneration.  If,  on  the  other  hand,  he  consents, 
not  to  abandon  this  resource,  but  to  trust  the  time  and 
manner  in  which  it  may  be  used  to  common  councils,  he 
gets  all  the  use  of  it  he  can  safely  get,  and  all  he  sacrifices 
is  a  temporary  convenience  which  would  be  gained  at  the 
expense  of  his  permanent  interest.  It  is  thus  not  competi- 
tion, but  only  the  injurious  excess  of  competition  he  sur- 
renders to  the  common  policy.  And  in  thus  restraining 
competition  in  one  direction,  the  time  policy  sets  it  at  liberty 
in  another.  The  policy  of  strikes  interferes  with  the  freedom 
of  competition  which  is  indispensable  to  its  efficiency  as  a 
regulator  of  industry.  That  which  gives  value  to  compe- 
tition in  this  respect  is  the  equality  of  pressure  which  it 
exercises  in  all  directions.  The  collateral  policy  of  the 
trades  unions,  by  shutting  out  competition  from  the  entire 
section  of  industrial  enterprise  in  which  the  quantity  and 
quality  of  the  work  of  individual  labourers  is  determined,  or 
at  least  by  greatly  tampering  with  and  restricting  it  there,  de- 
prives  it  of  one  of  its  most  beneficial  tendencies.  The  one  way 
in  which  a  force  like  competition  can  be  advantageously  con- 
trolled is  by  limiting  its  quantity,  not  by  interfering  with 
the  direction  of  its  action.  This  the  time  policy  does.  It 
withdraws  altogether  from  industrial  competition  a  certain 
portion  of  the  labourer's  time,  and  leaves  the  remainder 
without  restriction  to  the  free  action  of  competition. 

The  time  policy,  moreover,  derives  a  great  advantage  in 
efficiency  over  the  policy  of  strikes  from  this  freedom  from 
unnecessary  constraints.  A  strike  may  easily  be  frustrated 
by  a  minority  who  are  unwilling  to  join  in  it ;  and  the 
onerous  character  of  the  strike  policy  is  liable  to  produce 
dissentients.  A  majority,  on  the  other  hand,  is  sufficient  to 
determine  the  hours  of  labour  in  a  common  enterprise ;  so 
that  a  time  policy  is  less  dependent  on  unanimity  than  the 
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policy  of  strikes,  while,  from  its  freedom  from  collateral 
exaction  and  the  greater  moderation  of  its  direct  claims,  it 
is  much  better  calculated  to  promote  it.  One  other  advantage 
of  a  time  policy  over  the  policy  of  strikes  may  be  noticed,  after 
which  we  shall  proceed  to  examine  the  working  of  this 
policy,  and  to  notice  practical  objections  to  its  application. 
The  remedial  efficacy  of  the  policy,  in  which  the  policy  of 
strikes  does  not  enter  into  competition  with  it,  will  then 
remain  to  be  considered. 

The  great  defect  of  the  policy  of  strikes,  as  already  said,  is 
the  uncertainty  attending  its  application.  It  demands  a 
knowledge  in  which  the  best  informed  and  most  intelligent 
labourers  can  never  be  proficients.  It  is  not  the  business  of 
the  labourer  to  know,  and  he  never  can  know  accurately,  what 
in  any  given  circumstances  is  the  due  remuneration  of  labour, 
the  proper  proportion  between  the  reward  of  the  labourer  and 
the  reward  of  the  employer.  A  policy  which  depends  upon 
his  knowing  this  puts  him  in  a  false  position,  and  frustrates 
his  efforts  to  secure  his  independence  and  protect  his  interests. 
A  time  policy  requires  no  such  knowledge  ;  but  it  is  not  with- 
out a  guide  for  its  practical  application.  It  requires  for  this  a 
knowledge  at  the  command  of  every  labourer,  and  in  respect 
to  which  not  the  best  informed  and  most  intelligent  labourers 
only,  but  the  most  ignorant  and  unobservant  are  excellent 
judges,  the  knowledge  whether  the  remuneration  of  labour  is 
high  or  low,  not  relatively  but  absolutely.  It  is  upon  this, 
as  will  subsequently  be  shown,  that  the  scientific  working 
of  a  time  policy  depends ;  and  of  this,  that  is,  of  whether 
his  labour  is  remunerative  or  not,  every  labourer  is  able  to 

judge. 

An  incidental  advantage  of  the  adoption  of  a  non-ag- 
gressive policy,  which  is  not  without  importance,  deserves 
notice.  Such  a  policy,  founded  on  the  careful  observation 
and  application  of  simple  facts,  would  be  suited  to  the  caution 
of  men  of  sound  judgment  and  mature  experience,  and  would 
be  ill  adapted  to  the  genius  of  those  fiery  and  adventurous 
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spirits  who  rise  to  the  surface  in  times  of  trouble  and  turmoil ; 
and  whose  unquestioned  ability  in  the  conduct  of  warlike 
operations  is  often  witnessed  by  civil  and  social  disasters. 
The  meaner  class  of  intriguers  who  pay  court  to  power 
alike  in  king  or  mob,  would  be  equally  disappointed  of 
their  prey. 

We  now  proceed  to  consider  the  working  of  a  time  policy. 


BOOK    IV.— CHAPTER    III. 

ON  THE  WORKING  OF  A  TIME  POLICY. 

THE  bond  of  union  in  a  time  policy,  as  already  observed, 
is  more  simple  and  comprehensive  than  in  the  policy 
of  strikes.  All  that  is  needed  to  constitute  it  is  that  a  body 
of  labourers,  the  labourers,  for  example,  of  a  given  trade  in  a 
given  locality,  should  agree  to  act  together  in  regulating  their 
common  hours  of  labour.  In  a  matter  in  which  the  interests 
of  all  are  so  closely  identified,  labourers  of  different  grades  or 
classes  may  very  well  unite  ;  and  no  equality  of  remuneration, 
or  restriction  of  individual  emulation,  is  needed  to  maintain 
the  agreement. 

The  matter  of  first  importance  in  regard  to  the  working  of 
a  time  policy  is  the  practical  principle  by  which  its  applica- 
tion is  to  be  guided.  It  is  a  sound  theoretical  principle  that 
if  a  labourer  maintains  himself  and  those  dependent  on  him, 
he  is  entitled  to  work  as  much  or  as  little  as  he  chooses  ;  but 
this  principle,  though  invaluable  as  the  theoretical  basis  of  the 
labourer's  independence,  is  obviously  of  no  practical  value 
where  a  mass  of  labourers  with  various  responsibilities  have  to 
be  dealt  with  in  common.  In  this  case  it  is  clear  that  to 
restrict  the  hours  of  labour  arbitrarily,  to  limit,  for  example, 
the  earning  power  of  the  more  industrious  in  order  to  give 
greater  ease  to  those  whose  wants  are  more  easily  satisfied, 
would  be  intolerable.  Even  a  compromise  between  these  two 
classes  is  hardly  to  be  thought  of  as  a  practical  measure.  In 
general,  and  leaving  out  extreme  cases,  the  hours  of  labour 
must  be  determined  according  to  the  requirements  of  those 
who  have  the  greatest  responsibilities.  In  other  words,  any 
restriction  of  the  hours  of  labour  must  be  an  economical  restric- 
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tion,  that  is  a  restriction  which  is  calculated  to  pay.  This  is 
the  absolute  condition  of  the  permanence  of  a  time  policy.  It 
must  not  take  from  the  individual  labourer  any  part  of  his 
earning  power.  Its  object,  on  the  contrary,  must  be  to 
increase  that  power.  If  it  accomplishes  this  object  in  the 
long  run,  individual  labourers  may  well  submit  to  any  tem- 
porary deprivation  of  earning  power  to  which  it  subjects  them. 
It  is  clear,  then,  that  a  time  policy  cannot  like  legislative 
interference  fix  a  maximum  duration  of  labour  and  stop  there. 
It  must  have  a  principle  of  action  applicable  to  every  variety 
of  circumstances,  and  which  it  is  within  the  power  of  labourers 
to  grasp  and  wield.  We  shall  now  see  if  such  a  principle 
is  to  be  found. 

To  discover  the  principle  on  which  labourers  ought  to  pro- 
ceed in  working  a  time  policy  it  is  necessary  to  keep  in  view 
that  this  policy,  as  already  explained,  has  a  double  operation, 
and  affects  the  remuneration  of  industry  in  two  distinct  ways. 
It  secures  to  the  labourer  his  fair  share  in  the  division  of  the 
proceeds  of  industry,  and  it  arrests  the  deterioration  in  the 
value  of  these  proceeds  from  over-production,  which  is  beyond 
the  control  of  the  employer.  The  mode  of  action  by  which 
the  former  of  these  results  is  secured  has  already  been  ex- 
plained ;  the  latter  will  be  subsequently  considered,  but  it  is 
necessary  that  both  modes  of  action  should  be  taken  into 
account,  in  order  that  the  principle  of  working  the  policy  may 
be  understood.  It  results  from  this  double  operation  of  the 
policy  that  in  the  working  of  it  labourers  are  freed  from  any 
concern  with  the  causes  of  an  unsatisfactory  state  of  remunera- 
tion for  their  industry ;  and  have  to  deal  only  with  the  fact. 
This  is  evident  because  all  the  causes  of  unsatisfactory  re- 
muneration are  according  to  this  policy  dealt  with  in  the 
same  manner.  Labourers  have,  accordingly,  in  working  a 
time  policy  not  the  least  occasion  for  jealousy  of  employers. 
The  relative  rate  of  remuneration  need  give  them  no  concern, 
and  their  attention  may  be  directed  exclusively  to  that  which 

is  of  much  greater  importance  to  them,  the  absolute  value 

2l 
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of  their  remuneration.    Upon  this  their  observation  must  be 
constantly  and  steadily  fixed. 

In  judging  of  the  satisfactoriness  or  unsa:tisfactoriness  of 
the  remuneration  of  labour  in  any  given  circumstances,  that 
is  in  any  particular  trade  at  any  particular  time,  labourers 
have  two  guides,  both  of  which  are  valuable,  and  which  taken 
together  afford  them  all  the  information  desirable.    These  are 
their  own  past  experience,  and  the  actual  condition  of  other 
trades.      These  together  determine    their    normal   position 
both  absolutely  and   relatively  to  others ;   and  their  actual 
position  both  in  relation  to  their  own  normal  position  and  to 
the  actual  position  of  others.     They  can  thus  easily  determine 
whether  their  remuneration  is  above  or  below  the  average  of 
previous  remuneration  ;  and  whether  it  compares  favourably 
or  unfavourably  in  this  respect  with  the  remuneration  of  other 
trades.    All  this  information  depends  simply  on  the  rates  of 
wages  and  their  spending  value,  facts  which  are  always  within 
easy  reach  of  labourers.     The  current  knowledge  of  such  facts 
ordinarily  possessed  by  average  labourers  would  form  a  suffi- 
cient basis  for  the  initiation  of  a  time  policy,  and  would  always 
afford  valid  material  for  the  education  of  efficient  critics  of  it ; 
but  in  the  actual  working  of  the  policy  a  continually  accumu- 
lating store  of  experience  would  be  gathered,  and  by  corres- 
pondence and  mutual  communication  between  different  unions 
as  broad  a  basis  for  comparison   might  be  laid  in   a  wide 
knowledge  of  collateral  facts,  as  the  most  minute  accuracy 
possible  in  human  affairs  could  require. 

It  remains  to  explain  the  use  to  be  made  of  this  informa- 
tion in  working  a  time  policy.  Here  an  objection  already 
noticed  must  be  touched  on  in  passing.  It  is  the  notion  that 
anything  like  fixity  of  time  is  either  necessary  or  conducive 
to  the  prosperity  of  industry.  Fixity  of  time  is  in  reality 
always  a  restraint  artificially  imposed  on  industry  ;  and  what 
is  really  necessary  to  its  prosperity  is  a  constant  adjustment 
of  time,  or  the  duration  of  labour,  to  its  fluctuating  circum- 
stances.    If  the  regulation  of  time  were  led  exclusively  to 
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the  control  of  employers,  the  tendency,  as  has  already  been 
shown,  would  be  to  exact  the  maximum  of  possible  labour, 
and  the  only  break  in  the  continuous  monotony  of  toil  would 
be  the  temporary  result  of  some  abnormal  glut  of  a  particular 
production.  Law,  custom,  or  combination,  puts  a  restraint 
on  this  tendency  by  fixing  arbitrary  limits  to  the  duration 
of  labour ;  and  when  such  limits  are  fixed,  and  there  is  a 
dread  of  further  innovation  in  the  way  of  curtailment, 
employers  are  apt  to  cling  tenaciously  to  them,  and  to 
imagine  that  the  prosperity  of  industry  is  bound  up  with 
them.  Thus,  those  who  if  they  were  free  to  do  so,  would 
speedily  overstep  a  ten  hours'  limit,  come  to  regard  that 
limit  as  a  thing  of  great  value  when  it  is  proposed  to  have 
recourse  to  a  nine  hours'  one ;  and  look  upon  any  infraction 
of  it  as  fraught  with  disaster  to  the  whole  industrial  system. 
The  truth  is,  however,  that  neither  a  nine  nor  a  ten  hours*, 
nor  any  other  system  of  fixed  duration  of  labour,  is  suitable 
to  a  competitive  oi^anlzation  of  industry ;  and  any  such  fixed 
system,  whether  of  longer  or  shorter  periods  of  labour,  is 
certain  under  the  action  of  competition  to  be  productive  of 
pernicious  consequences.  It  is  necessary  to  the  health  of 
a  competitive  system  of  labour  that  the  hours  of  labour, 
that  is  the  duration  or  quantity  of  labour,  should  like  its 
other  conditions,  be  subject  to  free  competition.  It  follows 
from  this,  and  this  is  the  point  to  which  I  desire  to  come, 
that  simultaneous  uniformity  in  the  hours  of  labour  is  not 
necessary,  and  cannot  be  conducive  to  the  prosperity  of 
industry.  This  is  already  proved  by  experience.  When  a 
particular  class  of  manufacturers  have  glutted  all  available 
markets  with  their  commodities,  they  pause  and  put  their 
labourers  on  short  time,  regardless  of  what  other  trades  are 
doing.  The  misfortune  is  they  never  employ  this  remedy 
till  it  is  too  late  ;  and  untaught  by  experience,  all  employers, 
when  not  under  the  immediate  pressure  of  calamity,  endea- 
vour to  keep  up  the  same  uniform,  that  is  the  maximum 
available  duration  of  labour. 
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Now  there  is  actually  under  present  conditions  no  better 
test  of  the  excess  or  deficiency  of  a  particular  kind  of  labour 
in  the  market  than  the  rate  of  wages,  and  under  the  more 
thorough  competition  of  a  time  policy  many  circumstances 
which  affect  the  accuracy  of  this  test  would  be  removed, 
and  it  would  be  rendered  much  more^  delicate  and  precise. 
It  would  afford,  accordingly,  a  means  of  regulating  the  hours 
of  labour  in  exact  accordance  with  the  real,  effective  and 
remunerative  demand  for  it;  and  of  preventing  the  value 
of  labour  from  being  depreciated  by  yielding  to  a  factitious 
demand  created  by  abnormal  prices,  or  attempting  specu- 
latively to  create  one.  The  fundamental  principle  of  regula- 
tion would  thus  be  of  the  simplest  kind.  There  would  be 
average  hours  of  labour  for  average  remuneration  ;  short  hours 
for  low  remuneration  ;  and  long  hours  for  high  remuneration. 
The  extent  to  which  either  extreme  should  be  carried,  and 
the  details  of  adjustment  between  different  rates  of  remuner- 
ation and  different  periods  of  labour,  would  be  determined 
by  the  data  supplied  by  experience. 

This  arrangement,  it  will  be  perceived,  is  in  accordance 
with  the  natural  law  of  the  value  of  labour  already 
referred  to,  according  to  which  the  rates  of  remuneration 
ought  to  rise  in  an  accelerating  ratio  with  the  increase  of 
the  demand  on  the  labourer's  time ;  but  it  will  suggest  a 
difficulty  which  may  here  be  noticed,  and  which  will  after- 
wards have  to  be  more  particularly  dealt  with.  According 
to  this  mode  of  regulation  the  lowest  rate  of  remuneration 
would  synchronize  with  the  fewest  hours  of  daily  labour. 
The  two  causes  of  inadequate  employment  and  low 
remuneration  would  thus  combine  to  reduce  the  means 
of  maintenance  of  the  labourer  to  a  minimum.  How 
is  this  period  of  inadequate  remuneration  to  be  dealt  with, 
especially  in  the  case  of  labourers  whose  responsibilities 
are  heavy  ? 

The  resolution  of  this  difficulty  will  exhibit  a  special  and 
important  feature  of  a  time  policy.     Here  it  will  suffice  to 
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make  two  observations  regarding  it.  First,  it  is  not  to  be  met 
by  any  collection  of  common  funds.  The  object  of  a  time 
policy  being  to  secure  to  the  labourer  under  all  circumstances 
a  remuneration  for  his  industry  which  would  make  him  inde- 
pendent of  others,  and  enable  him  to  rely  on  his  own  exer- 
tions alone  for  his  support,  the  collection  of  common  funds, 
which  would  only  transfer  his  dependence  from  his  employer 
to  his  fellow-workmen,  would  be  hostile  to  its  principle.  It 
would  also,  by  holding  out  a  temptation  to  aggressive  move- 
ments, impair  the  beneficial  action  of  the  policy,  and  approxi- 
mate it  to  the  arbitrary  action  of  strikes.  Secondly,  as  there 
is  no  reason  to  suppose  that  the  entire  earnings  of  the  labourer 
would  be  less  under  a  time  policy  than  under  any  other  mode 
of  regulation,  but,  on  the  contrary,  every  reason  to  expect 
that  they  would  be  greater,  the  difficulty  is  merely  one  of 
administration. 

Having  settled  the  principle  of  action  in  a  time  policy,  it 
will  now  be  desirable  to  give  some  attention  to  the  modes  of 
barter  to  which  it  would  give  rise.  It  must  be  premised  that 
the  right  of  fixing  absolutely  the  hours  of  labour  which 
labourers  are  naturally  entitled  to  claim,  is  a  right  of  fixing 
them  in  one  direction  only.  It  is  reasonable  that  the  labourer 
should  determine  without  appeal  the  limit  beyond  which  he 
will  not  work  ;  but  he  cannot  insist  on  getting  work  up  to 
that  limit  The  right  of  reducing  the  hours  of  labour  belongs 
to  employers  as  well  as  to  labourers  ;  the  right  of  extending 
them  belongs  to  labourers  alone.  This  restriction,  however, 
may  be  practically  regarded  as  little  more  than  nominal.  It 
is  only  on  emergencies,  and  with  reluctance,  that  employers 
reduce  their  demand  on  the  labourers'  time  below  the  attain- 
able maximum.  This  is  an  obvious  consequence  of  the  tend- 
ency of  protracted  labour  to  cheapen  the  time  of  the  labourer ; 
and  when  labourers  employ  a  time  policy  not  arbitrarily,  but 
in  accordance  with  economical  laws,  the  opportunities  for  the 
interposition  of  employers  in  this  way  will  be  greatly  dimi- 
nished,  if  not  altogether  removed,  the  aptitude  of  labourers  for 
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employing  this  remedy  being,  as  will  subsequently  be  shown, 
much  greater  than  that  of  employers. 

The  general  mode  of  operation  of  a  time  policy  in  raising 
wages  has  already  been  pointed  out  As  far  as  this  is  con- 
cerned, the  union  would  stand  entirely  in  the  background,  and 
would  not  interfere  between  employers  and  labourers  at  all. 
The  one  thing  it  would  demand  as  the  sole  condition  of  its 
existence,  and  the  only  test  of  the  loyalty  of  its  members, 
would  be  adhesion  to  the  hours  of  labour  fixed  by  it.  But 
obviously,  if  it  is  not  the  policy  of  the  union  to  form  an  inflex- 
ible limit  like  a  legislature,  it  must  fix  its  limit  in  some  way 
that  may  enable  employers  to  operate  upon  it,  either  with  the 
union  itself  or  with  its  members,  in  the  way  of  negotiation  and 
barter.  I  believe  that  the  most  complete  liberty  of  negotiation 
would  be  secured  by  the  union  standing,  as  already  said,  en- 
tirely in  the  back-ground,  dealing  with  its  own  members- alone, 
and  leaving  all  negotiations  for  the  actual  hire  of  labour  to  be 
conducted  between  the  employer  and  the  individual  labourer. 

In  order  to  this  it  is  necessary  that  the  limit  in  regard  to 
the  hours  of  labour  imposed  upon  labourers  should  be  imposed 
conditionally.  Instead  of  saying  absolutely  the  present  hours 
of  labour  shall  be  so  and  so,  the  union  may  say,  the  hours  of 
labour  at  the  present  rate  of  remuneration  shall  be  so  and  so. 
At  the  same  time  a  limit  of  remuneration  may  be  fixed  at 
which  the  hours  of  labour  may  be  extended.  This  is,  of  course, 
a  thing  entirely  different  from  dictating  remuneration  to  em- 
ployers. There  is  no  attempt  to  assign  arbitrarily  the  pro- 
portion between  wages  and  profit.  This  is  left  entirely  to 
the  competition  between  employers  and  labourers.  The  thing 
fixed  is  not  the  actual  rate  of  wages,  but  a  future  and  con- 
tingent rate ;  and  the  contingency  of  accepting  this  rate  is 
left  to  the  option  of  employers. 

But  as  it  has  been  said  that  under  a  time  policy  there  ought 
to  be  no  attempt  to  maintain  a  uniformity  of  remuneration 
among  labourers,  how  is  this  contingent  rate  to  be  fixed  ? 
Under  the  freest  system  of  competition  there  will  probably 
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remain  a  general  level  of  remuneration  among  average 
labourers.  Those  whose  superiority  is  so  marked  as  to  gain 
the  distinction  of  a  higher  remuneration  will  be  a  minority,  and 
an  average  standard  of  proficiency,  and  an  average  hire,  will 
continue  to  prevail  among  the  bulk  of  labourers  in  each  trade. 
This  ordinary  or  average  hire  will  form  the  basis  of  compari- 
son between  different  trades  or  periods  ;  and  when  a  contin- 
gent advance  of  remuneration  has  to  be  fixed  as  the  condition 
of  accepting  longer  hours  of  labour,  nothing  can  be  simpler 
than  to  fix  it  for  each  labourer  at  a  certain  ratio  to,  or  per 
centage  of,  his  actual  remuneration. 

But  would  not  employers  attempt  to  divide  the  labourers 
and  thwart  their  policy  by  a  different  treatment  of  the 
different  classes  of  labourers  ?  This  can  only  be  done  by 
discouraging  the  superior  labourers.  But  no  bribe  offered  to 
these  who  are  the  minority  will  induce  the  average  labourers, 
who  form  the  mass,  to  come  to  the  employers'  terms  ;  hence 
all  that  can  be  done  is  to  endeavour  to  alienate  the  higher 
class  of  labourers  by  refusing,  or  neglecting,  to  offer  them 
a  proportionate  advance  with  others  when  the  union  policy 
necessitates  a  rise  of  wages.  In  this  case,  as  the  higher 
class  of  labourers  must  always  be  a  minority,  the  union 
policy  could  be  carried  out  without  their  support ;  for  where 
each  labourer  has  an  equal  right,  as  in  determining  the 
common  hours  of  labour,  the  decision  of  a  united  majority 
must  prevail.  But  while  the  employers  would  gain  nothing 
by  attempting  to  alienate  the  higher  class  of  labourers 
from  the  union  they  would  lose  much.  It  is  especially  their 
interest  to  offer  higher  remuneration  for  superior  work. 
Slight  rewards  in  this  way  stimulate  to  great  exertions. 
Not  only  does  the  receiver  of  the  reward  himself  do  probably 
more  in  proportion  to  his  remuneration  than  the  average 
labourer ;  but  all  are  stimulated  by  the  hope  of  rivalling  him. 
It  is,  therefore,  highly  improbable  that  employers  would 
deprive  themselves  of  this  resource,  to  the  value  of  which 
they  are  fully  alive,  in  the  vain  attempt  to  out-manoeuvre 
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their  labourers  in  the  endeavour  to  assert  a  natural  right,  the 
exercise  of  which  is  in  no  way  really  injurious  to  them.  It 
is  equally  obvious  that  under  a  time  policy  any  jealousy  on 
the  part  of  the  average  labourers  of  the  superiority  of  others  of 
their  only  class  would  be  entirely  out  of  place.  The  superior 
labourer  in  reality  contributes  more  to  the  joint-profit  of 
employer  and  labourer  than  the  inferior;  and  not  only  is 
his  extra  remuneration,  instead  of  a  tax  on  the  common  fund, 
only  a  partial  return  of  his  larger  contribution  ;  but  the 
contributions  of  others  are  increased  by  the  example  of  his 
success.  All  this  might  be  of  no  concern  to  ordinary 
labourers  under  a  system  which  maintained  no  r^^lar 
proportion  between  wages  and  profits,  as  in  reality  the 
present  system  does  not ;  but  the  natural  effect  of  a  time 
policy,  as  already  noticed,  is  to  compel  the  employer  to  calcu- 
late for  the  labourer  as  well  as  for  himself;  so  that,  of 
every  additional  contribution  to  the  common  fund,  the 
average  labourer,  merely  as  such,  may  safely  count  on 
receiving  his  share.  There  is  thus  no  reason  to  apprehend 
that  under  a  time  policy  individual  merit  would  be  n^lected, 
or  the  emulation  induced  by  superior  rewards  for  superior 
service  discouraged. 

The  time  policy  does  not  even  require  a  uniformity  of 
wages  in  the  market  for  average  labour.  It  can  be  guided 
by  the  average  wages,  or  by  the  highest  or  lowest  according 
to  the  tendency  of  the  market.  Suppose,  for  example,  a 
union,  acting  upon  the  existing  rates  of  wages,  judges  the 
actual  hours  of  labour  to  be  too  long.  It  fixes  the  rate  at 
which  it  recommends  its  labourers  to  give  the  actual  amount 
of  labour  ;  and  if  this  rate  is  rejected,  a  reduced  period,  say  an 
hour  less  per  day  is  fixed  as  the  duration  of  labour  freely 
permitted  bj-  the  union.  No  rate  of  remuneration  accordingly 
is  fixed  for  this  period,  and  the  rates  paid  by  different 
employers  for  average  labour  may  fluctuate  for  a  time ;  but 
under  the  influence  of  competition  they  will  gradually  tend 
to  an  equilibrum.     Suppose  that  when  they  have  reached  this 
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state,  they  should  stand  at  a  rate  approaching  the  union's 
demand  for  longer  hours.  Some  employers  may  now  be 
induced  to  yield  this  demand,  while  others  may  still  be 
disposed  to  resist  it.  Those  who  yield  will  get  the  longer 
hours  ;  those  who  hold  out  will  continue  to  work  at  the 
shorter.  There  will  thus  be  two  prices  in  the  market 
differently  determined.  The  wages  for  the  shorter  hours 
will  be  determined  by  individual  competition  between  em- 
ployers and  labourers ;  the  wages  for  the  longer  by  contract 
based  on  the  terms  of  the  union. 

Every  contingency  that  may  arise  in  the  course  of  the 
fluctuations  of  industry,  when  once  a  time  policy  is  inaugu- 
rated, will  be  fraught  with  instruction  for  those  who  conduct 
it ;  and  will  contain  rules  for  their  guidance.  The  partial 
return  to  longer  h9urs  in  the  case  above  stated  will  have  a 
tendency  to  lower  the  value  of  labour,  and  may  suffice  to 
arrest  its  advance.  This  will  show  clearly  either  that  the 
actual  supply  is  sufficient  for  the  existing  demands  of  in- 
dustry, or  that  the  terms  of  the  labourers  have  been  too  high 
pitched.  But  we  may  suppose  that  the  demand  is  on  the 
increase,  and  that  after  the  labourers*  terms  have  been 
generally  accepted,  the  value  of  labour  continues  to  rise,  and 
wages,  through  the  continuance  of  competition,  ascend  above 
the  contract  price.  The  existing  restriction  upon  the  hours 
of  labour  will  thus  have  become  superfluous,  and  the  limit 
may  be  removed  to  a  higher  point.  Naturally  the  employers, 
owing  to  the  increased  demand,  will  still  wish  to  extend  the 
hours  of  labour ;  but  instead  of  yielding  to  this  at  once  the 
labourers  may  place  a  determined  value  upon  a  new  limit, 
and  wait  till  the  demand  has  overtaken  their  terms.  Again, 
the  demand  may  slacken,  and  employers  may  be  unwilling 
to  pay  the  advanced  terms.  As  soon  as  wages  are  reduced 
below  these  terms,  the  labourers  will  be  at  liberty  again  to 
reduce  the  hours  of  labour ;  but  where  no  contract  interferes, 
it  does  not  follow  that  this  should  be  done  exactly  at  the 
points  previously  fixed.     Different  circumstances,  or  enlai^ed 
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experience,  may  suggest  different  limits.  Accordingly,  it  is  to 
be  observed  that  the  main  points  in  the  efficient  working  of  a 
time  policy  are  a  given  limit  of  working  time,  the  remunera- 
tion for  which,  or  for  any  portion  of  it,  is  left  free  to  com- 
petition, and  which  either  is,  or  closely  approximates  to  the 
duration  of  labour  actually  prevalent  in  the  particular  trade  ; 
and  a  limit  above,  and  not  far  removed  from  this  unrestricted 
limit,  upon  which  a  contract  value  is  placed  by  the  union  at 
its  own  discretion,  guided  by  experience  and  observation  of 
the  actual  state  of  industry. 

To  make  this  clear  we  shall  suppose  that  while  the  actual 
working  limit  left  open  to  competition  is  eight  hours  a  day, 
the  union  fixes  a  valuation  upon  nine  hours ;  the  value  of 
labour  advancing,  it  again  places  a  limit  on  ten.  The  value 
we  shall  now  suppose  recedes,  and  as  soon  as  employers 
decline  to  pay  the  wages  fixed  for  ten  hours,  the  existing 
limit,  the  labourers  are  compelled  by  the  terms  of  union  to 
reduce  their  working  time  to  nine  hours.  But  if  wages  still 
decline,  and  fall  below  the  limit  previously  fixed  for  nine 
hours ;  what  is  to  happen  ?  Either  all  the  limits  fixed  by 
the  union  may  be  regarded  as  permanent,  or  the  fixing  of 
a  new  limit  may  cancel  the  previous  ones.  Until  some  new 
enactment  takes  place,  there  will,  accordingly,  in  the  latter 
case,  be  no  limit  in  existence  but  the  ten  hours'  one,  which 
has  become  inoperative;  and  the  existing  term  of  labour 
will  be  maintained,  and  wages  left  entirely  to  competition. 
This  appears  to  be  the  mode  by  which  a  healthy  working* 
of  a  time  policy  can  best  be  secured.  The  only  sound 
basis  of  this  policy  is  the  determination  of  the  value  of  labour 
by  a  real  and  free  competition.  If  upon  the  basis  of  a  narrow 
experience  a  series  of  arbitrary  limits  is  fixed,  and  the  mini- 
mum of  time  left  open  to  free  competition  placed  so  near  the 
extreme  of  the  scale  as  to  be  commonly  beyond  the  range  of 
experience,  there  will  be  no  real  action  of  competition  to 
determine  the  value  of  labour ;  and  the  vitality  of  the  system 
will  be  gone.     By  fixing  only  one  priced  limit  of  time,  on 
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the  other  hand,  and  keeping  it  always  above  and  near  the 
time  at  which  labourers  are  actually  working  by  free  com- 
petition, so  that  the  normal  condition  of  affairs  will  be  that 
while  the  wages  of  some  are  determined  by  contract,  those 
of  others  shall  be  determined  by  competition,  the  vital  con- 
nection of  the  policy  with  the  means  of  ascertaining  the 
real  value  of  wages  will  be  preserved,  and  the  control  of 
labourers  over  their  time  will  not  be  liable  to  be  overturned 
by  abuses  arising  from  ignorance. 

Two  exceptions  to  this  mode  of  action  may,  in  accordance 
with  sound  principle,  be  admitted.  It  has  been  determined 
that  whatever  time  limit  is  fixed  for  free  labour,  the  condi- 
tional limit  should  be  fixed  near  it.  Thus,  if  the  free  limit 
is  eight  hours  a  day,  it  would  be  expedient  for  labourers  to 
fix  a  price  at  which  they  would  consent  to  work  for  nine 
hours.  If  the  demand  at  eight  hours  was  feeble  this  limit 
would  be  inoperative,  and  would  merely  serve  to  show  that 
the  restriction  to  eight  hours  was  not  absolute;  it  would 
probably  be  desirable  to  revise  it  when  the  demand  improved, 
as  if  could  be  fixed  to  more  advantage  when  there  was  an 
immediate  prospect  of  its  coming  into  use.  For  the  same 
reason  it  would  not  be  expedient  when  the  actual  hours  of 
labour  were  eight,  to  fix  speculatively  a  price  for  ten,  eleven 
or  twelve  hours  a  day.  This  would  be  better  done  when  the 
demand  for  such  periods  arose.  But  it  might  sometimes 
happen  that  a  particular  employer  had  a  special  and  tem- 
porary demand  for  a  large  extra  supply  of  labour.  It  would 
not  be  desirable,  on  the  one  hand,  to  shut  out  all  possibility 
of  meeting  such  demands  by  extension  of  hours ;  and  it 
would  not  be  desirable,  on  the  other,  to  permit  them  to  be 
made  a  pretext  for  circumventing  the  policy  of  the  labourers, 
and  depreciating  the  value  of  their  labour.  Accordingly, 
if  such  demands  were  complied  with  at  all,  it  ought  to  be  on 
terms  of  an  exceptional  character ;  but  instead  of  making  a 
scale  of  speculative  terms  to  meet  such  exceptional  cases,  it 
would  be  better  that  they  should  be  referred  to  the  union 
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as  they  arose,  and  the  terms  decided  according  to  the  actual 
circumstances.     It  has  been  said  that  when  employers  agreed 
to  the  terms  fixed  by  the  union  for  advanced  hours  of  labour, 
this  would  amount  to  a  contract  between  the  parties,  and 
the  wages  determined  by  this  agreement  have  been  called  a 
contract-price  of  labour.     The  nature  of  this  contract,  how- 
ever, differs  in  no  respect  from  that  made  with  individual 
labourers,  except  that  there  is  a  common  understanding  with 
the  labourers  in  the  hire  of  the  employer  who  makes  it  as  a 
body,  and  that  it  is  understood  that  a  general  and  propor- 
tionate rise  of  wages  of  all  the  labourers  is  the  condition  of 
their  agreeing  to  the  longer  hours.    But  this  agreement  may 
be  formed  and  terminated  with  as  little  notice  as  an  ordi- 
nary engagement  with  an  individual  labourer.     This  is  how, 
in  order  to  give  free  scope  to  a  time  policy,  it  ought  alone,  in 
ordinary  circumstances,  to  be  formed.     It  ought  to  arise  out 
of  the  actual  circumstances  of  the  market,  and  either  party 
should  be  free  to  terminate  it  when  they  deemed  the  circum- 
stances so  altered  as  to  make  it  disadvantageous  for  them 
to  maintain  it.    Each  individual  labourer,  for  example,  who 
was  a  party  to  this  contract,  or  understanding,  would  be  as 
free  to  change  his  employers  as   before.     Only  the  period 
and  remuneration  of  his  daily  work,  while  with  his  actual 
employers,  and  not  the  length  of  his  engagement  would  be 
affected  by  it     But  it  might  be  convenient  for  employers  to 
make  longer  engagements  with  their  labourers ;  and  to  this, 
provided  the  terms  were  suitable,  no  obstacle  need  be  inter- 
posed by  the  union.     In  a  rising  market,  however,  contracts 
might  be  made  for  long  periods  which  might  be  disadvan- 
tageous,  not  only  to  the  individual   labourers,  but  to  the 
general  interest    When  a  contract  was  wanted,  accordingly, 
for  the  purpose  of  fixing  the  hours  of  labour,  not  for  that  of 
securing  the  services  of  particular  individuals  for  such  hours 
as  might  otherwise  be  fixed,  this  would  concern  the  union, 
and  come  within  the  range  of  its  regulation.     It  is  obvious 
that  it  is  one  thing  to  fix  the  rate  at  which  labourers  should 
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be  recommended  to  accept  of  a  particular  term  of  daily 
labour  from  week  to  week,  or  from  fortnight  to  fortnight, 
and  to  fix  it  for  a  period  perhaps  of  months.  The  latter 
would  require  much  more  consideration,  and  it  would  be 
inexpedient  to  do  it  on  general  and  speculative  terms.  This 
also  is,  accordingly,  a  case  which  should  be  referred  to  the 
union  for  determination  as  it  arose.  Thus  the  conditions  of 
a  union  policy  would  create  a  prescribed  periodical  portion 
of  time,  a  daily  time  limit,  within  which  every  labourer  should 
be  left  at  liberty  to  dispose  of  his  labour  on  the  best  terms 
he  could  secure ;  and  a  longer  period,  which  any  body  of 
labourers,  working  together,  could  dispose  of  at  a  known 
assigned  price;  while  any  demand  on  the  labourers'  time 
beyond  these  limits  would  have  to  be  referred  to  the  union. 


BOOK     IV.— CHAPTER     IV. 

OBJECTIONS  TO  A  TIME  POLICY  CONSIDERED. 

A  FEW  practical  objections  which  are  likely  to  be  made 
against  a  time  policy  may  now  be  noticed  ;  others 
will  more  naturally  fall  to  be  considered  in  dealing  with  the 
advantages  to  be  derived  from  the  remedial  action  of  this 
policy. 

It  may  be  imagined  that  a  time  policy  would  cause  great 
disturbance  to  industry  by  creating  incessant  and  violent 
fluctuations  in  the  hours  of  labour.  This  notion  can  arise 
only  from  a  complete  misconception  of  the  mode  of  operation 
of  such  a  policy.  It  is  true,  as  has  been  pointed  out,  that  a 
time  policy  may  affect  wages  in  two  different  ways.  It  may 
correct  injustice  done  to  the  labourer  in  the  distribution  of  the 
proceeds  of  industry,  through  the  preponderating  of  strength 
of  employers,  and  in  this  its  action  will  be  immediate ;  or  it 
may  remove  causes  of  low  wages  resulting  from  an  excessive 
supply  of  labour,  and  in  this  its  action,  being  indirect  and 
remote,  must  always  be  slow. 

It  would  obviously  be  absurd  to  expect  any  sudden  effect 
from  a  time  policy  in  the  latter  direction.  A  reduction  of  the 
hours  of  labour,  being  a  diminution  of  the  supply  of  labour, 
would  have  an  immediate  tendency  to  raise  the  value  of  the 
remaining  supply ;  but  the  immediate  rise  from  this  causey  if 
the  previous  labour  had  been  fairly  remunerated,  could  never 
be  expected  to  equal  the  loss  from  time  sacrificed.  Any 
remedial  efficacy  of  the  sacrifice  must  be  \yaited  for ;  and  to 
make  such  a  change  without  the  intention  of  patiently  per- 
sisting in  it,  would  be  a  frivolity,  the  folly  of  which  would  be 
level  to  the  comprehension  of  the  least  intelligent  labourer. 
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It  is,  accordingly,  only  from  the  other  action  of  a  time  policy 
that  this  excess  of  fluctuation  can  be  supposed  to  ensue.  The 
supposition  is  that  labourers  would  be  always  speculating  on 
the  ability  of  employers  to  afford  them  better  terms,  trying 
experimental  reductions  of  hours  with  the  view  of  being 
bribed  to  rescind  them.  If  such  tactics  were  adopted,  they 
would  certainly  prove  a  failure;  but  to  suppose  that  they 
would  be  adopted,  is  to  suppose  that  labourers  are  incapable 
of  being  guided  by  common  sense  and  experience;  even 
when  the  principles  they  are  called  on  to  apply  are  of  the 
simplest  kind,  and  the  facts  needed  to  guide  the  application 
of  them,  within  the  range  of  their  daily  observation.  If  this 
is  so,  the  case  of  the  labourers  may  well  be  given  up  as  hope- 
less. It  is  not  by  an  endless  series  of  experiments,  such  as  is 
here  supposed,  that  the  action  of  a  time  policy  in  correcting 
the  distribution  of  the  proceeds  of  industry  will  actually 
operate.  It  is  simply  through  the  use  of  that  policy  as  a 
remedial  agency.  In  making  the  transition  to  a  time  policy 
from  a  policy  which  exercises  no  control,  or  a  less  perfect 
one,  over  the  distribution  of  proceeds,  an  immediate  result 
from  the  action  upon  distribution  may  be  looked  for;  but 
when  this  result  is  once  fully  realized,  it  is  realized  once  for 
all,  and  the  future  effect  of  the  policy  must  be  to  maintain 
and  not  to  reproduce  it.  The  mode  of  maintaining  it  will 
be  by  keeping  a  firm  hand  upon  the  fluctuations  of  supply, 
and  making  changes  whether  in  the  direction  of  reduction  or 
extension  of  time  only  on  sound  and  sufficient  data,  as  will 
afterwards  be  more  fully  shown.  Thus  any  immediate  effect 
of  a  time  policy  on  remuneration,  beyond  the  mere  compensa- 
tion for  the  actual  diminution  in  the  supply  of  labour,  can 
only  be  looked  for  in  the  initial  stages  of  the  policy,  or  in  the 
event  of  its  having  been  slackly  and  ineffectively  worked. 
The  effective  working  of  the  policy  as  a  remedial  agency, 
carries  with  it  its  operation  as  a  corrector  of  distribution ; 
and  as  its  remedial  operation  is  always  slow,  it  can  never  be 
promoted  by  sudden  and  frequent  changes.    The  value  of  a 
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time  policy  then  consists  in  its  being  a  policy  of  abstention 
and  self-denial.  It  is  granted  that  this  increases  the  difficulty 
of  its  working ;  but  in  this  it  only  resembles  all  true  as 
opposed  to  false  remedies.  Unless  it  is  worked  in  this  way- 
it  cannot  be  productive  of  any  good  ;  and  the  difficulty,  it  is 
to  be  observed,  does  not  consist  in  knowing  what  to  do,  but 
in  having  the  firmness  and  patience  to  do  it 

Another  objection  similar  to  the  last,  but  of  considerably 
greater  weight,  may  be  ui^ed.    What  is  to  hinder  labourers 
from  using  a  time  policy  against  each  other  ?    Why  should 
not  any  particular  trade  attempt  to  run  up  the  market  value 
of  its  own  labour  to  a  scarcity  price  by  abstinence  ?    There 
is  nothing  to  prevent  any  body  of  labourers  from  attempt- 
ing this,  except  common  sense,  and  a  reasonable  regard  to 
their  own  interests.     Labourers  have  already  been  accused  of 
doing  this  ;  so  the  danger  does  not  remain  to  be  introduced  by 
a  time  policy.     The  charge,  as  has  already  been  observed,  has 
been  exaggerated ;  but  there  is  no  doubt  the  thing  is  possible, 
and   has  actually  been  attempted.     Several  considerations, 
however,  will  show  that  a  time  policy,  instead  of  increasing 
this  danger,  does  as  much  as  is  possible,  without  infringing  on 
the  liberty  of  the  labourer,  to  obviate  it. 

The  specific  change  proposed  as  constituting  a  time  policy 
is  not  the  effort  on  the  part  of  labourers  to  reduce  the  hours  of 
labour.  That  effi^rt  is  already  made.  It  is  the  submission  of 
this  effort  to  the  control  of  economical  principles ;  the  direct 
operatioiv  of  a  time  policy,  moreover,  has  no  concern  with 
an  absolute,  but  only  with  relative  reductions  of  working 
hours;  although  its  ultimate  tendency  will  no  doubt  be 
to  shorten  the  hours  of  labour  more  than  any  arbitrary 
and  spasmodic  efforts,  such  as  are  made  in  strikes,  can 
da  It  results,  accordingly,  from  the  adoption  of  this  econ- 
omical principle,  that  any  tactics  of  a  spasmodic  or  strategic 
kind,  cannot  be  resorted  to  without  a  plain  violation  of 
the  principle  of  the  policy.  The  false  course  cannot  be  taken 
in  ignorance.    The  attempt  to  force  up  the  value  of  labour 
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in  a  particular  trade  to  an  abnormal  level,  must  be  made  with 
a  distinct  knowledge  of  the  nature  of  the  attempt.  Let  us 
see  how  such  an  attempt  would  result. 

In  a  large  number  of  trades  it  would  be  altogether  im- 
practicable ;  or  if  made  at  all,  would  be  sure  to  be  short-lived. 
It  may  be  assumed  that  it  would  hardly  be  made  without  a 
general  agreement  in  the  same  trade  throughout  the  com- 
munity ;  but  wherever  foreign  competition  intervened,  even 
this  amount  of  agreement  would  be  insufficient.  The  power 
of  a  time  policy  to  raise  wages  is  strictly  limited  by  competi- 
tion ;  and  it  would  be  as  effectually  limited  by  foreign  as  by 
honie  competition.  But  there  are  other  trades  in  which  the 
attempt  might  be  made  with  more  prospect  of  immediate 
success.  Assuming,  then,  that  one  or  more  trades,  not 
directly  exposed  to  foreign  competition,  should  succeed,  by 
creating  an  artificial  scarcity,  in  raising  the  value  of  their 
labour  above  its  natural  level  in  the  market  as  compared 
with  other  trades,  what  would  be  the  consequence  ?  As  long 
as  greater  ease,  or  higher  remuneration,  were  to  be  obtained 
in  these  trades,  they  would  attract  labourers  from  all  sides. 
If  time  were  required  for  apprenticeship,  the  number  of 
apprentices  would  be  greatly  in  excess  of  the  normal  wants 
of  the  trades  so  situated.  Gradually,  but  surely,  these  trades 
would  be  overmanned  ;  and  a  period  of  depression  more  than 
equivalent  to  the  time  of  adventitious  prosperity  would  be 
induced. 

The  short-sighted  policy  here  indicated,  would  be  as  much 
opposed  to  the  permanent  interest  of  the  employers  as  of  the 
labourers.  The  artificial  scarcity  would  attract  additional 
capital  as  well  as  labour  to  the  trade  ;  and  thus  insure  subse- 
quent depression  to  both  interests.  It  may,  therefore,  be 
worth  while  to  inquire  whether  such  an  extreme  use  of  a  time 
policy  would  not  put  it  in  the  power  of  employers  to  defeat 
it ;  if  they  were  so  disposed.  I  .believe  on  the  following 
grounds  that  it  might.     The  only  way,  as  has  already  been 

shown,  in  which  labourers  can  force  a  time  policy  upon  em- 
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ployers,  is  by  making  it  irrespective  of  remuneration.     This 
tends  to  break  any  organized  opposition  by  making  it  the 
immediate  interest  of  the  employers  to  accept  the  labourers* 
terms.     As  long  as  the  policy  is  used  with  moderation,  its 
ultimate  tendency  is  to  benefit  both  parties ;   so  that  there 
is  no  strong  or  real  ulterior  interest  to  balance  this,  and 
nothing  but  prejudice,  or  wilful  tyranny,  could  induce  em- 
ployers to  oppose  it.     But  if  a  disposition  is  shown  to  violate 
plain  economical  principles,  obvious  to  both  parties,  and  from 
the  violation  of  which  both  may  easily  anticipate  injury,  a 
motive  for  resistance  d  outrance  is  supplied  ;  and  the  means  do 
not  appear  to  be  wanting.     There  is  nothing  apparently  to 
hinder  employers  in  such  a  case  from  meeting  the  labourers 
with  their  own  weapons.     If  the  labourers  seek  to  raise  wages 
artificially  by  reducing  the  supply  of  labour  to  a  scarcity 
point,  the  employers  may  meet  them  by  at  once  offering  high 
wages  for  longer  hours,  and  when  the  bait  is  taken,   as  if 
sufficiently  tempting,  it  would  be  sure  to  be  by  some  of  the 
labourers,  they  might  use  the  extra  supply  of  labour  not  for 
the  purpose  of  additional  production,  but  of  diminishing  the 
number  of  labourers  in  their  employment.    The  competition 
of  those  excluded  from  employment  would  soon  enable  them 
to  reduce  wages  to  their  normal  level.     Such  tactics,  being 
aggressive,  could  not  be  effectually  employed  against  a  normal 
use  of  a  time  policy ;  but  an  aggressive  use  of  that  policy, 
being  in  reality  an  abuse  of  it,  would  afford  scope  for  them. 

It  may  appear  that  there  is  not  much  to  alarm  labourers 
in  the  consequence  here  pointed  out.  Some  of  them,  at 
least,  would  receive  extra  pay  for  a  time ;  and  if  this  should 
be  at  the  expense  of  depriving  others  of  employment,  each 
might  hope  that  the  more  fortunate  lot  would  be  his  own. 
But  there  is  another  consequence  to  be  considered,  the  defeat 
of  the  principle  of  union,  and  the  destruction  of  mutual  con- 
fidence, which  would  leave  them,  probably  for  a  long  time,  at 
the  mercy  of  employers,  and  enable  the  latter  to  take  ample 
compensation  for  their  sacrifice. 
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It  may,  therefore,  be  concluded  that  such  extreme  tactics 
as  we  have  been  considering,  would  not  succeed  even  tempo- 
rarily, unless  they  had  the  tacit  consent  or  connivance  of 
employers  as  well  as  labourers.  There  may  at  times  be 
industries  in  such  circumstances  as  to  present  a  sufficient 
temptation  to  both  to  adopt  a  course  of  reckless  speculation. 
Perhaps  the  industries  most  likely  to  present  such  a  com- 
bination of  circumstances  are  our  larger  mining  industries. 
The  training  required  in  these  is  peculiar,  and  does  not 
present  attractions  which  would  make  their  prosperity  likely 
to  tell  rapidly  on  the  general  community  in  the  way  of 
attracting  labour.  The  opening  of  new  mines  also  involves 
a  heavy  outlay  ;  so  that  at  any  given  time  these  industries 
come  as  near  as  possible  to  the  state  of  a  practical  monopoly; 
and  an  arrest  of  supply  is  likely  to  tell  very  favourably  on 
the  remuneration  both  of  employers  and  labourers.  I  shall 
offer  no  opinion  as  to  the  causes  of  the  late  high  prices  in 
these  industries.  There  can  be  no  doubt  as  to  the  fact  that 
the  prices  did  rise  far  above  the  cost  of  production  at  any- 
thing like  a  normal  value  of  labour ;  and  I  believe  it  may 
also  be  affirmed  that  these  high  prices  have  given  a  stimulus 
to  mining  industry  all  over  Europe,  and  even  beyond  Europe  ; 
so  that  the  supply  of  these  commodities  has  in  consequence 
been  permanently  enlarged.  This  simple  observation  will 
suffice  to  show  that  the  best  organized  attempt  of  any 
industry  to  exalt  itself  over  others,  whatever  injury  it  may 
do  to  those  engaged  in  that  industry,  cannot  permanently 
injure  the  general  interests  of  industry. 

A  time  policy,  as  already  indicated,  does  not  increase  the 
danger  of  such  attempts  ;  but  rather,  by  clearly  indicating 
their  nature,  and  if  they  should  be  made,  accumulating 
evidence  against  them,  diminishes  the  chance  of  their 
recurrence.  It  may,  therefore,  be  supposed  that  such 
extremes,  the  result  of  inexperience,  would  be  effectually 
restrained  by  better  knowledge.  But  what  if  labourers 
should  disregard  experience,  and  prefer  immediate  advantage 
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to  permanent  interest  ?  If  such  an  apprehension  should  be 
entertained,  I  can  see  no  answer  to  it  except  that  they  should 
then  have  liberty  to  enthral  themselves.  If,  even,  the  labour- 
ing classes  should  prove  thus  incompetent,  what  worse  can 
they  do  than  is  done  every  day  by  speculators  in  the  name 
of  commerce  ?  and  is  there  not  reason  to  hope  that  the  secret 
excesses  of  private  speculation  will  not  be  equalled  by  the 
directors  of  responsible  bodies,  accountable  to  their  constitu- 
ents ?  It  would  appear,  at  least,  that  until  the  dominant 
class  in  the  industrial  organization  purges  itself  from  reckless 
dealing,  the  danger  of  entrusting  labourers  with  a  check  over 
its  operations  need  not  be  urged  by  the  representatives  of 
that  class. 

One  other  formal  or  preliminary  difficulty  may  here  be 
noticed.  It  has  already  been  urged  against  the  tactics  of 
labourers,  and  has  been  so  far  refuted  by  experience ;  but 
as  it  is  strongly  supported  by  private  interest,  the  practical 
refutation  can  hardly  be  expected  to  prevent  its  being 
reiterated.  The  processes  of  industry  are  conducted  by 
the  aid  of  much  expensive  machinery  ;  and  it  is  said  that, 
even  if  it  should  suit  the  convenience  of  labourers  to  work 
short  hours,  it  will  not  suit  the  interest  of  producers  or 
manufacturers  to  keep  their  machinery  idle. 

In  considering  this  question,  it  is  necessary  to  distinguish 
two  things,  which,  though  at  first  glance  they  may  appear 
nearly  if  not  quite  inseparable,  are  yet  altogether  distinct ;  the 
individual  interest  of  manufacturers,  and  the  manufacturing 
interest,  as  the  maintenance  of  its  prosperity  concerns  the 
community.  One  point  of  difference  between  these  interests 
is  vital  for  our  present  purpose,  and  this  alone  need  be  pointed 
out.  It  concerns  the  industrial  prosperity  of  the  community 
that  the  manufacturing  interest  should  be  self-sustaining,  and 
capable  of  advance  and  development  according  to  the  wants 
of  the  community.  It  does  not  concern  the  general  interest, 
provided  the  number  of  manufacturers  is  sufficient  to  prevent 
monopoly,  whether  their  number  is  more  or  fewer,  or  whether 
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their  individual  capital,  as  determined  by  the  proportion  of 
their  number  to  the  aggregate  amount  of  their  operations,  is 
greater  or  less. 

Now  this  is  the  sole  question  here  involved.  The  object  of 
every  single  manufacturer  is  not  to  conduct  a  business  on  the 
principles  which  will  be  most  profitable  to  the  community, 
but  to  make  money  as  rapidly  as  he  can.  Consequently,  if  he 
has  money  invested  in  machinery,  his  object  is  to  take  the 
utmost  work  out  of  that  machinery  in  a  given  time  that  he 
possibly  can.  This  object  he  may  be  trusted  to  pursue  with 
all  his  energy. 

It  is  the  community,  that  is  the  consumers,  who  ultimately 
pay  for  the  machinery ;  it  is,  therefore,  their  interest  also  that 
as  much  work  should  be  taken  out  of  each  machine  as  pos- 
sible. Hence  the  ease  with  which  the  individual  and  the  com- 
mon interest  can  be  confounded.  But  let  the  difference  be 
noted.  The  interest  of  the  community  is  that  as  much  work 
as  possible  should  be  taken  out  of  the  machine ;  the  interest 
of  the  individual  is  that  as  much  work  should  be  taken  out  of 
it  as  possible  in  the  shortest  time.  Were  machinery  everlast- 
ing, the  question,  if  it  were  worth  considering  at  all,  would  be 
decidedly  in  favour  of  the  manufacturer,  for  then  the  machine 
that  did  the  most  work  in  a  given  time,  would  do  the  most 
work  absolutely.  But  as  machinery  wears  by  use,  and  wears 
more  rapidly  by  over-use,  not  only  is  it  not  true  that  the 
machine  which  does  most  work  in  a  given  time  will  do  most 
work  absolutely,  but  the  reverse  is  often  true ;  and  whenever 
this  is  the  case  the  interest  of  the  owner  is  opposed  to  the 
interest  of  the  community ;  for  the  owner's  interest  is  to  make 
money  rapidly,  and  he  will  readily  sacrifice  the  absolute  produc- 
tiveness of  his  machinery  to  accomplish  this  object.  Now  if 
the  machinery  were  managed  in  the  interest  of  the  public,  this 
would  not  be  done.  If  a  larger  production  were  required,  more 
machines  would  be  provided,  so  as  to  economize  their  productive 
powers  ;  and  this  is  precisely  what  is  done  when  the  power  of 
the  individual  owner  to  overwork  his  machinery  is  restricted. 
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At  the  most,  then,  this  objection  involves  a  question  not  of 
additional  expense  to  the  community  in  the  construction  of 
machinery ;  but  only  of  additional  interest  on  the  cost  of  this 
outlay.  Assuming,  for  argument,  that  the  average  duration  of 
labour  would  be  diminished  by  a  time  policy,  let  us  take  the 
diminution  at  one-sixth,  and  suppose  for  illustration,  that  all 
the  machinery  of  the  country  at  the  present  rate  of  labour 
lasts  for  an  average  of  ten  years.  With  the  same  ratio  of 
wear,  the  machinery  would,  with  the  given  reduction  of  labour, 
last  for  twelve  years,  and  a  fifth  would  have  to  be  added  to 
its  amount  to  meet  the  same  demand.  After  what  has  already 
been  said  of  the  relations  between  labour  and  capital,  it  would 
be  superfluous  to  argue  that  no  difficulty  could  be  experienced 
by  any  community  in  ijieeting  such  a  demand,  whenever  the 
exigencies  of  a  self-sustaining  industry  calfed  for  it ;  and  it 
would  be  absurd  to  imagine  that  the  innumerable  advantages 
^  of  regulating  the  industry  of  a  community  with  a  simple 
regard  to  the  interest  of  the  community,  rather  than  with 
regard  to  the  exigencies  of  machinery,  would  not  abundantly 
compensate  the  mere  earlier  outlay  of  the  same  amount  of 
labour,  even  if  there  were  no  material  compensation. 

Against  a  time  policy,  the  objection,  as  an  employers'  one, 
would  be  futile  in  any  case ;  for  as  the  value  of  labour  is 
left  by  that  policy  to  competition,  if  employers  suffered  a 
loss  through  the  reduction  of  hours,  they  would  offer  less 
wages ;  and  the  loss  would  fall  on  the  labourers.  The 
objection,  then,  is  one  against  the  practicability  of  the 
policy  as  a  means  of  increasing  remuneration  alone,  and, 
therefore,  exclusively  concerns  the  labourers;  but  as  com- 
petition  would  not  permit  employers  to  take  advantage  of 
any  fictitious  loss  to  impose  harder  terms  on  labourers,  the 
experiment  may  safely  be  made  by  the  latter. 


BOOK    IV.  — CHAPTER   V. 

ON  THE  REMEDIAL  EFFICACY  OF  A  TIME  POLICY. 

WE  have  now  to  consider  the  effects  of  a  time  policy 
as  a  remedial  agent  in  dealing  with  those  conditions 
of  the  organization  of  industry  adverse  to  the  interests  of 
the  labourer,  and  injurious  to  society  in  general,  that  have 
already  been  dwelt  on.  In  doing  so  we  shall  have  to 
examine  its  effects  both  on  the  industrial  and  social  con- 
dition of  the  labourer,  and  of  the  community  in  general. 

That  to  which  a  time  policy  owes  its  remedial  efficacy  is 
the  power  to  control  the  aggressive  tendency  of  production, 
which  is  the  natural  result  of  unrestrained  competition ;  and 
in  which  tbe  radical  defect  of  our  industrial  organization 
has  been  shown  to  consist.  It  has  been  pointed  out  that 
all  the  classes  by  which  that  organization  is  controlled, 
whether  the  holders  of  natural  or  artificial  capital,  or  the 
mercantile  adventurers  who  direct  the  operations  of  industry, 
have  a  constantly  predominating  interest  in  the  growth  of 
production ;  that  the  pressure  which  this  combined  interest 
brings  to  bear  in  favour  of  expansion  of  production  is 
continually  pressing  production  to  its  possible  limits  ;  that 
in  doing  so  it  stimulates  consumption ;  increases  the  cost, 
aggravates  the  waste,  and  widens  the  inequalities  of  distri- 
bution, and  ultimately  defeats  its  immediate  end  of  expand- 
ing production,  by  withholding  due  support  from  the  pro- 
cesses of  a  preparatory  and  educational  kind;  by  pressing 
the  whole  energy  of  society  too  exclusively  in  an  industrial 
direction,  and  giving  to  directly  industrial  interests  an  exag- 
gerated and  unhealthy  preponderance  in  the  organization  of 
society. 


552  THE  ECONOMY  OF  CONSUMPTION.  [BOOK  IV 

It  has  also  been  pointed  out  that  the  natural  result  of  this 
tendency  is  that  each  trade  should  be  successively  pushed 
to  its  extreme  limits  until  it  falls  into  a  temporary  paralysis 
from  excess  of  production.  The  gluts,  and  sacrifices  of 
merchandise,  and  forcing  of  goods  upon  over-fed  and  reluc- 
tant markets,  which  result  from  these  periodical  excesses  of 
production,  have  been  shown  to  represent  an  expenditure 
of  labour  unprofitable  alike  to  employers,  labourers,  and  con- 
sumers ;  while  the  armies  of  agents  needed  to  dispose  of 
the  superfluous  produce,  themselves  eat  up  a  large  share 
of  the  profits  of  production. 

It  has  also  been  pointed  out  that  the  adventurers  who 
employ  productive  labourers,  and  those  who  direct  tBe  opera- 
tions of  commerce  are  powerless  adequately  to  control  these 
results.  It  is,  indeed,  the  interest  of  each  producer  that  his 
product  should  not  be  over-produced ;  of  each  merchant  that  his 
market  should  not  be  over-stocked  ;  but  each  has  an  interest 
much  more  powerful  than  this,  that  as  large  a  share  as 
possible  of  the  production  or  sale  should  be  his  own.  As 
long  as  profit  is  possible,  and  sometimes  a  little  longer,  each 
producer  or  merchant  continues  to  press  his  goods  into  the 
market ;  and  as  profits  diminish,  he  strives  by  extending  his 
transactions  to  maintain  the  aggregate  of  profit  against  the 
diminution  of  rate. 

This  excess  of  speculation  in  production  is  invariably  in- 
jurious to  the  interests  of  labourers.  It  increases  their  toil, 
and  lowers  their  remuneration  ;  and  it  is  scarcely  possible  to 
conceive  a  greater  benefit  than  should  be  conferred  not  on 
them  only,  but  on  the  whole  industrial  community,  by  arrest- 
ing it.  This  would  be  effected  if  each  particular  trade  were 
stopped  at  the  point  at  which  it  began  to  over-produce ;  the 
point  at  which  the  consumption  of  its  products  began  to  be 
forced  and  unprofitable,  and  when  they  began  to  be  thrust 
upon  markets  which  did  not  require  them.  This  point  is 
indicated  with  sufficient  accuracy  for  practical  purposes  by 
the  depression  of  the  value  of  labour,  and  the  lowering  of 
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wages.  If,  then,  the  labourers  of  each  trade  should  determine 
to  arrest  the  decline  of  wages  at  this  point  by  diminishing 
production,  the  tendency  to  over-production  in  each  trade 
would  be  arrested  at  its  source ;  and  the  general  tendency  to 
over-production,  with  all  the  complicated  disorders  it  brings, 
would  cease  to  exist. 

I  have  said  that  the  diminution  of  profits  in  a  particular 
trade  has  a  natural  tendency  to  increase  production.  The 
same  tendency  is  produced  by  high  profits ;  so  that  whether 
profits  are  high  or  low,  the  tendency  of  production  under 
competition  is  ever  onward.  The  only  thing  that  really 
arrests  it,  and  that  not  immediately,  is  the  cessation  of 
profits.  The  tendencies  to  expansion  under  high  and  low 
profits,  however,  are  very  different  things.  They  come 
from  different  sources,  are  attended  by  different  symptoms, 
and  are  very  different  in  their  force  and  persistence. 

When  profits  in  a  trade  are  abnormally  high,  this  state 
of  things  has  always  been  preceded  by  some  restraint  upon 
the  expansion  of  the  trade.  Either  it  is  newly  and  im- 
perfectly organized ;  or  there  is  a  failure  of  material,  or 
else  a  scarcity  of  labour,  owing  it  may  be  to  an  un- 
anticipated expansion  of  demand.  In  this  case  the  pres- 
sure of  expansion  comes  from  without ;  and  is  irresistible. 
Whenever  the  impediment  to  expansion  is  removed,  the 
temptation  of  high  profits  operates  on  the  adventurers 
engaged  in  the  trade  to  induce  them  to  make  the  necessary 
expansion  to  meet  the  demand.  If  they  neglect  to  do  so 
promptly,  their  place  will  be  taken  by  others.  If  the  impedi- 
ment continues,  the  pressure  is  brought  to  bear  upon  it ;  if 
material  is  wanted,  the  same  exertions  are  made  to  supply 
the  needed  material.  If  a  scarcity  of  labourers  exists,  wages 
rise  rapidly,  and  labourers  are  attracted  from  all  sides.  Hence 
the  importance  of  the  recommendation  to  labourers  under  a 
time  policy  to  meet  high  wages,  and  take  advantage  of  them, 
by  extra  labour.  It  is  well,  indeed,  that  they  should  take 
time  to  see  that  they  get  a  price  for  their  labour  fairly  ade- 
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quate  to  the  urgency  of  the  demand  ;  but  they  must  beware 
of  pushing  an  accidental  advantage  too  far.  Such  advan- 
tages are  always  evanescent ;  and  if  instead  of  taking  the 
course  naturally  suggested,  and  which  the  honour  of  men 
placed  in  a  position  to  do  a  service  or  dis-service  to  their 
fellows  demands,  labourers  attempt  selfishly  to  perpetuate 
such  an  advantage,  they  will  surely  sooner  or  later  bring 
upon  themselves  an  unmanageable  flood  of  competition,  by 
which  their  untimely  rapacity  will  be  exemplarily  punished. 

On  the  other  hand,  when  profits  are  abnormally  low,  the 
tendency  to  expansion  comes  exclusively  from  within.  There 
is  no  pressure  of  demand,  No  outsider,  whether  employer  or 
labourer,  willingly  enters  the  trade  to  encroach  on  the  posi- 
tion of  those  already  engaged  in  it.  There  is  a  liability 
among  outside  capitalists  to  greater  strictness  in  lending 
money  to  it  The  last  circumstance  tends  positively  to  re- 
striction ;  though  experience  has  shown  that  no  great  reliance 
can  be  placed  on  it.  If  the  orthodox  theory  of  the  relations 
of  capital  and  industry  were  correct,  it  ought  to  be  an  efTectual 
protection  ;  that  it  is  not  so,  is  easily  explained  by  two  circum- 
stances. The  first  is  the  diflliculty  for  outsiders  of  acquiring 
real  information  about  those  to  whom  they  lend  ;  for  it  is  to 
be  observed  that  no  capitalist  objects  to  lend  money  to  a 
mercantile  adventurer,  merely  because  his  trade  was  suffering 
under  a  temporary  depression,  if  he  has  no  apprehension  of 
the  soundness  of  the  borrower.  The  second  is  the  tendency 
already  demonstrated  to  excessive  accumulation  of  capital. 
Without  this  the  depressed  trade  would  be  restricted  in  its 
demand  by  the  claims  of  more  successful  industries. 

Yet  notwithstanding  these  circumstances  adverse  to  ex- 
pansion, there  are  other  circumstances  of  an  opposite  tendency 
which  these  merely  negative  circumstances  cannot  control. 
When  profits  are  low,  wages  are  low  also ;  the  cost  of  produc- 
tion accordingly  is  diminished,  and  though  there  is  no  actual 
increase  of  demand,  the  efTective  demand  is  increased  by  the 
lowering  of  the  price.     Every  employer  is  anxious  to  get  as 
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large  a  share  of  this  increased  demand  as  possible,  and  even 
to  anticipate  it,  in  order  to  compensate  for  his  diminished 
profits.     The  lower  earnings  of  labourers,  when  they  are  not 
induced   to  struggle  against  them  by  an  aggressive  policy, 
likewise  induces   them   to   increase   their  earnings  by  more 
protracted  toil.     These  circumstances  fit  into  each  other,  and 
it  is  by  a  convention  resulting  from  the  concurrence  of  these 
reciprocal  necessities  that  production  is  sustained  and  ex- 
tended beyond  the  natural  wants  of  the  market.     But  this 
speculative  expansion  has  no  tendency  to  raise  wages.     The 
demand  on  the  part  of  employers  for  additional  labour  is  too 
feeble  for  that.     The  risk  of  speculative  production  is  great ; 
and  the  demand  for  it  only  becomes  effective  on  the  condition 
of  a  low  cost  of  production,  that  is  of  low  wages.    If  employers 
produce  speculatively,  merely  to  take  advantage  of  the  super- 
flous  supply  of  labour  in   the   market,  they  will   naturally 
demand  an  extra  profit  as  a  condition  of  incurring  an  in- 
creased risk,  and  the  relative  value  of  labour  will,  as  already 
remarked,  be  low.     But  if  the  competition  of  employers  them- 
selves should   force  them   into  speculative   production,  the 
margin   of  profits  may  be   reduced  without  any  benefit  to 
labourers ;  because  the  whole  value  of  the  production  will  be 
lowered,  and  both  profits  and  wages  will  be  reduced.    In  a  state 
of  free  competition,  it  is  by  taking  advantage  of  the  weakness 
of  labourers  to  induce  them  to  work  longer  hours  that  this  is 
brought  about.    Accordingly  legislative  restriction  of  hours 
is  a  powerful  protection  to  labourers ;  but  as  already  observed 
it  is  not  a  sound  or  wise  protection,  as  it  takes  no  account  of 
the  varying  circumstances  of  industry ;  it  cannot,  therefore,  be 
an  adequate  protection,  for  the  limit  which  would  be  adequate 
at  one  time  would  be  oppressive  at  another. 

It  may  be  supposed  that  production  would  be  limited  by 
stocks.  But,  in  the  first  place,  low  prices  tempt  others  to 
speculate  as  well  as  employers,  and  stocks  may  be  accu- 
mulated in  second  hands ;  and  secondly,  in  proportion  as  the 
organization  of  industry  becomes  more  complicated  the  check 
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afforded  by  stocks  becomes  less  effective.     Just  as  producers, 
as  their  numbers  increase,  become  more  and  more  ignorant  of 
each  other's  transactions,  so  each  producer  as  his  transactions 
extend  and   become  more  complicated,  becomes  more  and 
more  ignorant  of  his  own.     He  is  surrounded  by  an  army  of 
agents  at  home  and  abroad.     If  he  is  not  very  wealthy,  a 
great  part  of  his  production,  probably,  is  under  advance.     His 
stocks  accumulate  insensibly ;  when  sales  decline  in  various 
depots,  and  when  he  wishes  to  stop  production,  it  is  perhaps 
too  late.     Without  further  sales  he 'cannot  pay  his  bills  except 
by  further  advances.     The  effect  of  credit  in  pushing  produc- 
tion beyond   reasonable   limits  has  of  late  years  become  a 
matter  of  very  serious  consideration  to  the  mercantile  public. 
It  is  an  evil  connected  with  the  liberation  of  competition,  and 
which  is  likely  to  assume  the  greater  proportions  the  more 
competition  is  liberated.     No  feasible  remedy  has  yet  been 
proposed  for  it    The  stringency  of  bankers  is  a  very  blind 
and  arbitrary  one ;  for  bankers  are  much  more  ignorant  of 
what   they  are   about    than    even    producers-     What    they 
actually  do  is  to   let  production   and  commerce  go  on  to 
excess,  and   then   suddenly  and   arbitrarily  arrest  them,  to 
the  ruin  of  merchants   and   producers,  and   occasionally  of 
themselves.     This  is  called  a  mercantile  crisis  and  has  come 
to  be  regarded  as  a  normal  feature  in  trade.     It  is  expected 
every  ten  years,  and  comes  rather  oftener.     If  the  industrial 
organization  were  sound,  it  ought  not  to  come  at  all.     The 
mercantile  ruin  it  works  is  only  an  indication  of  the  previous 
waste  of  labour  by  which  it  has  been  produced. 

Now  the  position  of  labourers  is  such  as  to  give  them  the 
power  of  restricting  production,  which  does  not  belong  to 
employers.  One  employer  cannot  stop  producing,  because 
others  will  not  do  so.  If  he  restricts  his  production,  he  does 
not  gain  the  benefit  in  increased  prices  of  the  restriction  ;  but 
merely  enables  other  producers  to  extend  their  production. 
If  production,  however,  is  restricted  by  the  abstention  of 
labourers,  all  are   restricted   alike;   and   all   benefit  by  the 
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restriction.  The  benefit  also,  as  already  shown,  returns  to 
the  labourers ;  because  the  motive  to  individual  expansion  of 
production  remains.  This  can  only  be  accomplished,  when 
the  hours  of  labour  cannot  be  extended,  by  increasing  the 
number  of  labourers  ;  and  thus  the  value  of  labour  is  sustained 
at  the  full  limit  which  the  circumstances  of  the  market  permit. 

The  expansion  of  production  against  declining  markets, 
under  the  influence  of  competition  is  often  a  matter  of 
painful  anxiety  and  embarrassment  to  producers.  Each 
sees  clearly  the  natural  tendency  of  the  course  which  com- 
petition compels  him  and  his  rivals  equally  to  take  ;  but  each 
sees  also  the  futility  of  making  himself  a  sacrifice  to  the 
common  good.  The  withdrawal  of  a  single  competitor 
would  only  precipitate  his  own  ruin,  without  producing  the 
slightest  effect  on  the  tendency  of  competition.  It  is  for 
this  reason  I  have  expressed  my  opinion  of  the  great 
improbability  of  a  time  policy  being  opposed  by  employers. 
A  similar  policy,  that  of  short-time,  has  already  in  many 
cases  been  adopted  by  themselves ;  but  the  reasons  have 
already  been  explained  why  this  can  only  be  enforced  by 
employers  in  a  case  of  extremity.  Labourers  are  the  only 
adequate  administrators  of  such  a  policy ;  and  the  fact  that 
it  has  been  adopted  by  employers  only  shows  the  magnitude 
of  the  evil  it  is  designed  to  remedy. 

The  interest  of  labourers  to  rectify  this  evil  has  also  been 
shown.  By  yielding  to  speculative  production,  they  are  at 
best  supplying  future  wants  at  lower  wages  than  they  would 
receive  if  they  waited  till  a  demand  resulting  from  the 
immediate  prospect  of  these  wants  arose.  The  prudential 
advice  commonly  tendered  to  labourers  on  this  subject  is 
not  good.  When  wages  are  low,  it  is  common  to  inculcate 
upon  them  that  they  have  no  time  to  lose,  and  must  make 
up  for  reduced  earnings  by  increased  diligence  ;  and  the 
advice  is  not  altogether  bestowed  in  vain.  A  reduction  of 
wages  generally  finds  labourers  disposed  to  resist ;  but  when 
they  find  resistance  useless,  it  is  natural  that  they  should 
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desire  to  increase  their  earnings  in  the  only  other  way  open 
to  them.  On  the  other  hand,  labourers  have  begun  to  dis- 
cover that  something  is  to  be  gained  (immediately)  by  being 
recalcitrant  when  trade  is  good.  This,  as  already  observed,  is 
the  only  legitimate  course  to  be  followed  under  a  policy  of 
strikes ;  for  it  is  in  vain  to  strike  against  low  wages,  when 
these  are  due  to  the  natural  circumstances  of  trade ;  but  it  is 
unfortunate  for  the  policy  of  strikes  that  it  is  so,  for  nothing 
could  be  more  injurious  to  the  interests  both  of  employers 
and  employed  than  to  dissipate  the  chances  of  a  prosperous 
run  of  trade  in  a  dispute  on  the  terms  on  which  it  is  to  be 
carried  on,  and  to  persevere  in  working,  when  accumulating 
stocks  warn  them  to  desist. 

There  can  be  little  doubt,  indeed,  that  the  efficiency  of  a 
time  policy  would  on  this  account  receive  a  powerful  support 
from  employers.  A  speculative  production  has  always  some 
tendency,  though  a  weak  one,  to  sustain  wages  ;  accordingly, 
when  employers  are  compelled  by  competition  to  go  blindly 
on  with  production,  the  real  state  of  the  market,  as  indicated 
by  wages,  is  disguised.  If  a  reduction  of  wages  would  lead, 
not  to  a  dispute  with  labourers,  but  merely  to  a  reduction  of 
the  hours  of  labour,  employers  would  take  this  course  when- 
ever they  were  apprehensive  of  the  growth  of  stocks.  And 
this  truly  prudential  reduction  would  be  highly  beneficial 
to  labourers ;  because  it  would  prevent  the  accumulation  of 
unprofitable  products,  and  insure  the  speedy  revival  of 
demand. 

It  has  already  been  pointed  out  that  in  the  comparative 
rates  of  wages  labourers  have  an  exact  and  unfailing  guide 
for  regulating  the  quantity  of  production.     The  rate  of  wages 

« 

is  the  best  known  measure  of  anticipated  demand  ;  but  the 
value  of  a  time  policy  in  restraining  over-production  will  not 
depend  wholly  on  the  accuracy  of  each  particular  application 
of  this  measure.  What  has  been  urged  as  one  of  the  worst 
consequences  of  over-production  is  the  forcing  of  an  unre- 
munerative  consumption.     Those  who  have  had  the  largest 
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experience  of  mercantile  affairs  best  know,  the  hopeless  and 
absolute  want  of  confidence  with  which  over-loaded  stocks 
are  regarded  wherever  free  competition  in  production  holds 
sway.  To  get  rid  of  them  anywhere  or  anyhow,  is  the  policy 
even  of  those  who  are  just  about  to  produce  more  of  the 
same.  Now  the  knowledge  that  an  effective  check  could  be 
placed  on  production  would  give  value  to  stocks  and  prevent 
their  being  sacrificed  ;  and  the  retention  of  stocks  would 
re-act  upon  production,  and  increase  the  efficacy  of  the  check. 
The  most  difficult  case  that  a  time  policy  can  have  to 
encounter  is  that  of  a  declining  industry.  Here  it  is  evident 
that  the  restriction  of  labour  will  not  raise  the  remuneration 
of  industry  to  a  normal  level.  How,  then,  with  depressed 
wages  is  the  restriction  to  be  persevered  in  ?  The  case  cer- 
tainly presents  a  practical  difficulty ;  and  perseverance  in  this 
case  would  indicate  the  highest  power  of  endurance.  Never- 
theless there  is  no  case  in  which  it  is  clearer  that  a  persever- 
ing restriction  of  labour  would  form  the  best  means  of 
alleviating  the  inevitable  evils  of  such  a  position,  and  facili- 
tating the  transfer  to  a  healthier  state  of  employment.  It 
has  been  pointed  out  that  a  declining  industry  commonly 
derives  a  protracted  vitality  from  the  interests  which  the 
capital  and  labour  invested  in  it  involve  in  its  maintenance. 
This  leads  to  a  speculative  production  which,  though  it  may 
temporarily  raise,  always  finally  depresses  the  remuneration  of 
labour,  by  depressing  the  value  of  the  produced  commodity ; 
and  commonly  ends,  in  the  case  of  a  declining  industry,  in  dis- 
astrous crises  of  suspended  labour.  Now,  when  the  demand 
for  a  commodity  is  not  only  not  progressive,  but  declining, 
increased  quantity  of  production  will  bring  no  adequate  in- 
crease of  returns.  On  the  contrary,  the  maximum  return  will 
probably  coincide  with  a  production  that  does  not  more  than 
meet  the  active  and  spontaneous  demand.  Thus  increased 
production  will  give  only  increased  labour  and  outlay  with- 
out result.  And  we  have  seen  that  competition  in  these 
circumstances  always  tends  to  excess  of  production,  and  con- 
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sequently  to  the  depression  of  wages.  Now  suppose  labourers, 
finding  their  remuneration  .thus  depressed,  reduce  their  hours 
of  labour  and  thus  diminish  production.  Until  production 
has  been  brought  strictly  within  the  limits  of  demand,  which 
their  numbers  may  make  it  difficult  for  them  to  do,  their 
wages  will  not  attain  the  normal  limit.  This  is  what  will 
constitute  the  trying  circumstance  to  the  labourers.  Yet 
in  these  circumstances  they  may  be  sure  that  any  increase 
of  their  toil  would  aggravate  instead  of  alleviating  their 
misfortune.  If  they  should  yield  to  the  common  notion 
that  low  wages  demanded  additional  exertion,  they  would 
only  still  further  depreciate  the  value  of  the  product  of 
their  exertions,  and  narrow  the  basis  of  their  remuneration. 
If,  on  the  other  hand,  they  should  persevere  in  restricting 
their  exertions,  their  remuneration,  though  low,  would  be  the 
best  that  the  circumstances  of  their  trade  permitted  of  their 
receiving ;  while  as  long  as  the  remuneration  continued  below 
the  normal  level,  their  trade  would  be  joined  by  few  recruits 
and  would  be  gradually  left  by  all  who  could  conveniently 
leave  it.  Thus  in  the  most  gradual  way,  and  with  the  lea^t 
amount  of  sudden  disaster  and  violent  perturbation,  the 
trade  would  be  kept  throughout  its  decline  as  nearly  as 
possible  commensurate  with  the  actual  demand  upon  its 
products.  The  same  reasoning  applies  to  a  'trade  which 
from  any  cause  is  accidentally  over-supplied  with  labour. 
To  work  to  the  full  extent  of  its  labouring  power  would 
only  depress  such  a  trade  still  further ;  while  to  maintain 
steadily  a  restricted  supply  of  labour  would  show  as  clearly 
as  any  thing  that  the  trade  was  suffering  from  over-supply, 
and  that  the  only  remedy  would  be  for  those  who  could  do 
so  to  leave  it.  In  short,  whenever  restricted  labour  failed  to 
bring  the  wages  in  a  trade  up  to  the  normal  level,  it  would 
be  a  certain  indication  that,  no  matter  what  the  cause,  the  supply 
of  labour  in  that  trade  was  still  redundant ;  and  until  the  re- 
dundance was  reduced,  the  labourers  might  be  sure  that  the 
minimum  of  labour  would  afford  themaximum  of  remuneration. 


BOOK     I  v.— C  HAPTER    VI. 

ON  THE  EFFECT  OF  A  TIME  POLICY  ON   FOREIGN 

COMPETITION. 

WE  are  now  in  a  position  to  notice  some  further  objec- 
tions to  the  working  of  a  time  policy,  the  considera- 
tion of  which  will  bring  out  more  fully  the  scope  and  bearing 
of  that  policy  on  the  general  interests  of  industry.  First,  we 
may  inquire,  how  will  a  time  policy  serve  to  meet  foreign 
competition  i 

I  must  here  make  a  preliminary  observation,  that  the 
sentiments  which  prevail  in  this  country  generally,  and 
especially  in  mercantile  circles,  on  the  subject  of  foreign 
competition  are  by  no  means  such  as  sound  views  of 
economy,  or  what  is  the  same  thing,  of  the  general  interests 
of  the  community  will  justify.  We  have  opened  our  markets 
to  the  free  competition  of  other  countries,  because  we  have 
adopted  the  principle  that  the  interest  of  the  consumer 
is  the  sole  measure  of  mercantile  advantage.  But,  not- 
withstanding that  our  free  -  trade  policy  rests  upon  a 
principle  of  mercantile  advantage,  of  which  we  are  ex- 
tremely jealous,  yet  we  are  apt  to  take  credit  to  our- 
selves for  this  same  policy  as  an  indication  of  generosity 
and  benevolence.  It  is,  therefore,  of  some  importance  to 
notice  that  the  true  origin  of  our  free-trade  policy  was  the 
predominance  of  the  mercantile  class  ;  and  that  the  great  aim 
of  that  policy  was,  by  cheapening  the  maintenance  of  the 
labourer,  to  increase  production  and  extend  our  commerce. 
The  object  was  legitimate,  the  calculation  sound,  and  the 
policy  effective ;  but  it  was  not  the  less  a  project  based,  as 

has   already  been    indicated,  on  a  partial    and    interested 

2  N 
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view  of  the  good  of  the  community.  The  same  mer- 
cantile spirit  has  other  dc^^as  which  it  enforces  with 
equal  zeal,  though  not  always  with  equal  success  ;  but  it  has 
usually,  through  its  social  ascendency  and  supposed  familiarity 
with  the  subject,  the  fortune  to  get  its  dogmas  accepted  as 
pretty  nearly  equivalent  to  axioms  in  economy.  One  of 
these  dogmas,  somewhat  opposed  to  the  supposed  generosity 
of  our  free-trade  policy,  is  the  expediency  of  making  every- 
thing in  our  industrial  organization  turn  upon  the  necessity 
of  overcoming  foreign  competition.  It  is  an  axiom  with  our 
mercantile  community  that  this  country  ought  to  excel  all 
others  in  its  manufactures,  and  that  in  the  open  race  of  com- 
petition the  largest  share  of  the  trade  of  the  world  should  fall 
to  us.  We  have  exhibited  our  faith  in  this  principle  in  our 
mercantile  policy;  we  have  succeeded  to  a  fair  extent  in 
exemplifying  it,  and  we  are  jealous  of  its  maintenance. 
Accordingly,  when  the  demands  of  labourers  become  trouble- 
some, no  cry  is  more  effective  than  that  our  trade  is  in 
danger. 

The  position  of  eminence  thus  claimed  for  us  is,  as  has  been 
shown,  a  position  of  danger;  and  the  further  it  is  advanced  the 
greater  the  danger  becomes.  It  is  worth  while  therefore  to 
inquire  how  far  it  is  really  our  interest  to  contend  for  it ;  and 
what  sacrifices  we  are  bound  to  make  for  mercantile  pre- 
eminence. 

The  cry  of  danger  from  foreign  competition,  then,  is  an 
unwholesome  cry;  the  sentiment  which  inspires  it  an  un- 
healthy sentiment 

What  can  foreign  competition  do  to  us  that  we  should 
make  it  the  subject  of  alarmist  agitation,  an  instrument  of 
terrorism  and  intimidation,  or  even  an  argument  against 
independence  and  self-assertion  on  the  part  of  the  labouring 
classes  ?    Let  us  answer. 

There  are  two  things  of  which  foreign  competition  can 
never  deprive  a  community :  its  natural  resources  and  its  in- 
dustry.   No  foreign  competition  can,  in  the  first  place,  drive 
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our  industry  out  of  our  own  markets.  Foreigners  will  not 
come  to  our  markets  unless  they  want  something  there. 
They  will  not  sell  to  us,  unless  they  wish  to  buy  from  us  ;  and 
the  more  efficient  their  industry  is,  the  more  they  will  have  to 
give  for  what  they  want  from  us.  Suppose  the  productive- 
ness of  the  industry  of  any,  or  every  other  community,  were 
increased  two-fold,  and  ours  w:ere  to  remain  as  it  is,  no 
commodity  which  we  produce  for  our  own  use  would  lose 
any  of  its  efficiency  by  the  change ;  and  the  intrinsic  value  of 
the  whole  of  this  part  of  our  production  would  remain  un- 
altered. If  any  part  of  our  home  produce  were,  owing  to 
the  superior  productive  powers  of  foreign  countries,  replaced 
in  our  market  by  a  foreign  product,  it  would  be  because  the 
foreign  producer  offered  us  more  of  it  in  exchange  for  our 
other  productions  than  we  could  give  ourselves,  thus  enabling 
us  to  apply  our  industry  to  greater  profit  There  is  one  case 
only  in  which  the  superior  producing  power  of  another  com- 
munity can  injure  us,  when  we  go  to  the  market  of  a  third 
community  to  purchase  some  commodity  which  we  require, 
and  the  rival  community  goes  to  the  same  market  to  purchase 
the  same  commodity  with  the  superior  appliances  of  its  pro- 
ductive power.  Even  in  this  case  the  injury  is  contingent,  not 
inevitable.  Provided  the  commodity  with  which  we  and  our 
rivals  attempt  to  purchase  is  the  same,  or  that  the  commodity 
of  the  rival  community  is  in  equal  demand  in  the  purehasing 
market  with  ours,  our  rival  will  certainly  purchase  cheaper 
than  we  can  ;  but  it  does  not  therefore  follow  that  the  price 
to  us  will  be  higher  than  before.  If  our  rival's  demand  is 
large,  and  the  supply  is  limited,  the  price  to  us  will  certainly 
be  raised  ;  but  it  may  happen  by  and  by  that  this  very  de- 
mand produces  a  great  increase  in  the  supply,  and  that  we, 
without  any  additional  exertion  on  our  part,  may  purchase 
cheaper  than  before.  Or,  if  there  is  any  commodity  of  ours 
which  our  rival  requires,  the  rival  community  itself  may  be 
able  to  purchase  the  commodity  of  the  third  community  both 
for  itself  and  us,  and  to  sell  it  to  us  cheaper  than  we  could 
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have  bought  for  ourselves.  A  community  whose  natural 
resources  suffice  for  its  maintenance,  has  thus  nothing  to  dread 
from  the  superior  industry  or  skill  of  other  communities. 
Their  possession  of  these  advantages  may  do  it  good  in  many 
ways,  and  can  do  it  harm  in  none,  except  perchance  that,  in 
the  way  indicated,  it  may  have  to  pay  a  little  dearer  for  some 
luxury  with  which  it  is  able  to  dispense.  On  the  whole, 
however,  it  is  probable  that  even  its  luxuries  will  be  cheaper 
for  the  prosperity  of  external  industry.  The  great  producers 
of  special  commodities  produce  for  all  the  world ;  and  they 
push  their  trade  with  an  energy  that  leaves  their  most  retiring 
customers  nothing  to  desire.  They  will  not  only  bring  their 
goods  themselves  to  the  markets  of  their  customers,  but  will 
often  lend  them  money  to  purchase  them. 

It  is  otherwise  with  the  communities  which  possess  the 
exceptional  industrial  advantages.  As  already  observed 
every  industrial  advantage  which  is  a  mere  saving  of  labour 
is  a  pure  gain.  But  when  the  saving  is  differential,  when 
one  community  possesses  advantages  which  other  com- 
munities do  not  possess,  there  is  generated  an  unnatural 
growth  of  production,  and  an  abnormal  increase  of  popu- 
lation. This  population  depends  not  on  the  natural  re- 
sources of  the  country,  but  on  its  artificial  advantages  ;  and 
as  these  are  continually  liable  to  forfeiture,  it  is  in  constant 
danger  of  having  its  means  of  subsistence  withdrawn. 

To  a  community  in  these  circumstances,  foreign  compe- 
tition is  a  subject  of  real  alarm.  It  is  vain,  of  course,  and 
would  be  contrary  to  the  general  interests  of  mankind,  to 
expect  that  this  danger  should  deter  any  community  from 
seeking  its  immediate  advantage  in  the  improvement  of 
its  productions ;  or  should  even  abate  the  eagerness  with 
each  particular  centre  of  industry,  and  each  industrial 
establishment,  pushes  its  own  particular  advantage  in  this 
respect.  In  the  general  rivalry  of  industrial  communities, 
the  danger  is  commonly  averted  by  the  distribution  of 
success.      While  one  advantage  falls  to    one    community, 
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another  falls  to  another;  and  as  one  advantage  is  lost, 
another  is  gained.  But  if  it  happens  from  peculiar  circum- 
stances, from  an  earlier  start,  fortuitous  combinations,  or 
greater  energy  in  the  race,  that  one  community  has  accumu- 
lated to  itself  a  preponderating  share  of  these  evanescent 
advantages,  it  occupies  a  peculiarly  precarious  position,  and 
requires  to  guide  its  steps  with  more  than  ordinary  prudence. 
If  now,  it  is  proposed  to  such  a  community,  that  its  welfare 
requires  it  to  maintain  and  increase  its  special  advantages, 
the  advice  becomes  one  of  very  doubtful  prudence.  An 
individual  may  enrich  himself  with  special  advantages,  and 
be  careless  of  what  happens  afterwards  ;  but  it  is  not  so  with 
a  community.  As  already  observed,  the  true  policy  for 
every  community  is  to  make  free  and  common  property  of 
all  the  means  of  using  labour  to  advantage.  The  gain  of 
other  communities  in  this  respect  is  its  own  gain ;  and  from 
such  common  gain  there  is  no  drawback. 

When,  however,  it  is  asserted  that  to  maintain  the  com- 
mercial  advantages  of  a  community,  it  is  necessary  to  bind 
its  labourers  to  certain  conditions  which  are  not  the  con- 
ditions imposed  by  home  but  by  foreign  competition ;  when 
it  is  alleged  that  certain  hours  of  labour  are  indispensable  to 
prevent  our  being  out-done  by  foreign  competitors,  the 
nature  of  the  advice  is  no  longer  doubtful.  It  implies  that 
we  are  already  in  a  false  position,  and  it  proposes  as  our 
only  remedy  the  desperate  expedient  of  pushing  ourselves 
into  it  still  farther.  Carried  to  its  legitimate  conclusion,  it 
means  that  every  industry  must  be  maintained  against 
foreign  competition  under  all  circumstances  ;  or,  at  all 
events,  that  we  have  become  dependent  upon  industries 
which  must  be  so  maintained ;  that  any  advantage  we  still 
have  in  these  industries  over  our  competitors  will  not  stand 
the  strain  of  greater  individual  exertion  on  their  part ;  and 
that,  accordingly,  whatever  hours  of  labour  our  competitors 
may  please  to  adopt  we  must  adopt  the  same. 

Now  it  is  clear  that  in  such  a  position  the  natural  liberty 
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we  have  asserted  for  every  community  of  r^ulating  its 
industry  according  to  its  own  wants  is  gone;  and  that, 
instead  of  it,  we  have  a  subjection  to  circumstances  beyond 
the  control  of  the  community.  It  is  clear,  therefore,  that  there 
is  in  such  a  community  a  division  of  interests.  The  state 
of  subjection  is  due  to  the  existence  in  the  community  of 
a  section  of  population  which  is  not  dependent  on  the  natural 
resources  of  the  community,  but  on  foreign  resources ;  a 
population  which,  belonging  to  the  community  by  the  mere 
circumstance  of  locality,  is  opposed  to  it  in  interest,  and 
to  the  existence  of  which,  accordingly,  the  interest  of  the 
community  is  likewise  opposed.  Every  industry  connected 
with  foreign  trade  which  threatens  an  extension  of  the  hours 
of  labour  is  in  this  position. 

It  is  obvious,  however,  that  as  the  existence  of  such  an 
antagonistic  element  is  the  natural  result  of  the  growth  under 
certain  conditions  of  the  industry  of  a  community,  it  cannot 
be  summarily  dealt  with.  The  alien  population  cannot  be 
distinguished  as  such  and  such  individuals ;  the  alien  trade 
cannot  be  distinguished  from  other  trades,  isolated  and 
eliminated.  The  particular  trade  which  for  the  time  exhibits 
the  most  marked  characters  of  abnormal  growth  presents 
only  the  most  prominent  symptoms  of  a  malady  which  runs 
through  the  whole  organization. 

Now  all  these  circumstances  are  fully  met  by  the  conditions 
of  a  time  policy.  It  has  resources  both  preventive  and  cura- 
tive against  excessive  competition,  whether  that  competition 
comes  from  within  the  community  or  from  without  A  policy 
which  tends  to  check  protracted  hours  of  labour  is  the  surest 
means  of  preventing  an  excessive  growth  of  production  from 
being  developed  through  the  accidental  possession  of  any 
exceptional  advantages.  It  also  tends  to  isolate  and  elim- 
inate any  abnormal  growth  where  it  has  already  taken 
place. 

As  already  observed,  the  effect  of  foreign  competition  need 
only  be  taken  into  account  as  affecting  a  time  policy  when 
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that  competition  affects  our  relative  position  in  foreign 
markets.  If  we  suppose  the  economy  of  production  effected 
by  the  general  introduction  of  a  time  policy  to  reduce  our 
hours  of  labour,  so  that  they  become  shorter  than  those  of 
some  of  our  rivals ;  and  if  we  suppose  that  the  production  of 
a  particular  commodity  requires  the  same  amount  of  labour  in 
this  and  in  a  neighbouring  country,  say,  for  example,  felt  hats 
in  England  and  France ;  then  that  commodity,  say  hats,  will 
be  produced  at  a  relatively  lower  cost  in  France  than  in 
England.  If,  for  example,  the  hat  manufacturer  works  eight 
hours  a  day  in  England  and  ten  in  France,  with  equal  effi- 
ciency, the  produce  which  represents  the  work  of  five  labourers 
for  a  day  in  England  will  represent  the  work  of  four  labourers 
for  a  day  in  France.  Without  taking  account  of  the  expenses 
of  transmission,  however,  this  circumstance  does  not  neces* 
sarily  place  the  French  hat  manufacturer  in  any  better  posi- 
tion for  supplying  the  English  market.  If  we  suppose  that 
the  hours  of  labour  of  the  English  manufacturers  are  the 
average  hours  of  English  labourers,  and  that  the  hours  of 
labour  of  the  French  manufacturers  are  the  average  hours  of 
French  labourers,  or  that  the  hours  on  each  side  bear  the 
same  proportion  to  the  average  hours,  then  no  advantage  will 
have  been  gained  by  the  French  manufacturers  from  the 
mere  reduction  of  the  hours  of  labour  of  the  English  labourers 
taken  by  itself.  If  the  value  of  English  hats  is  raised  by  the 
change,  the  value  of  every  other  commodity  produced  by 
Englishmen  is  raised  also ;  *  and  whatever  the  French  manu- 
facturer might  take  in  exchange  for  his  hats  he  would  have  to 
pay  the  additional  price.  An  advantage  might,  however,  be 
gained  by  the  French  manufacturer  from  another  cause.  No 
change  on  the  mere  duration  of  labour  can  take  place  without 
effecting  some  change  on  the  distribution  of  labour.  This 
change  in  distribution  must  necessarily  be  favourable  to  some 

*  The  value  of  all  these  commodities  is  raised  (assuming  the  productiyeness  of 
industry  to  be  unaffected)  not  relatively  to  each  other,  but  relatively  to  the  unit  of 
labour,  the  working  time  of  one  of  the  labourers  by  whom  they  are  prodyced. 
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industries  and  unfavourable  to  others.  Hats  might  be  among 
the  industries  which  were  affected  unfavourably  by  the 
change,  so  that  the  value  of  hats  would  be  more  than  propor- 
tionately raised.  Then  the  French  manufacturer  would  be 
able  to  compete  advantageously  with  the  English  one,  but 
whatever  amount  of  English  industry  he  displaced  he  would 
be  compelled  to  increase  to  a  similar  amount  some  other  and 
more  favourably  situated  branch  of  English  industry ;  so  that 
the  result,  provided  the  exchange  were  conducted  on  equal 
terms,  would  be  a  mere  change  of  distribution  of  industry, 
economically  advantageous  to  both  communities. 

If  we  suppose,  however,  that  owing  to  the  adoption  of  a 
time  policy  some  industries  are  placed  in  a  position  of  greater 
economical  advantage ;  but  that  others  owing  to  their  pro- 
duce being  intended  wholly  or  partly  for  foreign  markets, 
and  owing  to  the  competition  of  rival  producers  in  other 
foreign  markets,  cannot  share  in  the  advantage,  what  will  be 
the  result  ?  It  is  easy  to  see  how  a  time  policy  might  check 
over-production  in  commodities  intended  for  home  use,  and 
fail  to  check  it  in  commodities  intended  for  foreign  use.  If, 
in  the  case  of  the  home-trade  production,  the  policy  were 
found  advantageous  in  one  producing  district,  it  would  be 
adopted  in  others ;  and  the  same  general  circumstances 
would  cause  the  same  general  measures  to  be  adopted  simul- 
taneously in  each.  There  would  thus  be  a  general  abate- 
ment of  production  when  an  abatement  was  called  for. 
With  a  commodity  adapted  for  export,  the  circumstances 
would  be  different.  By  reducing  production  the  value  of  the 
commodity  would  {cateris  paribus)  be  raised  ;  and  unless 
foreign  producers  took  the  same  course,  we  would  either  be 
excluded  from  foreign  markets,  or  have  to  enter  them 
at  a  disadvantage,  and  to  pay  a  higher  price  for  their 
produce. 

This  condition^  in  the  case  of  all  industries  subject  to 
foreign  competition,  would  form  the  limit  of  a  time  policy. 
Each  trade,  whether  working  for  the  home  or  foreign  market 
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would  consult  its  own  interests ;  and  if  the  labourers  in  any 
trade  found  that  owing  to  foreign  competition,  whether  in 
their  own  or  in  a  foreign  market,  they  could  not  control  pro- 
duction, and  consequently  could  not  raise  their  wages,  they 
would  cease  to  work  short  hours.  Are  we  therefore  to  con- 
clude that  a  time  policy  would  be  simply  inefficacious 
wherever  it  encountered  foreign  competition,  whether  in  the 
home  market  or  in  foreign  markets  ? 

One  thing,  at  least,  we  may  safely  conclude,  and  that  a 
matter  of  some  importance ;  that  a  time  policy  would  work 
no  violent  changes,  that  no  trade  would  be  disorganized, 
no  labourers  starved,  and  no  producers  *  ruined  by  it.  Before, 
however,  we  assume  that  a  time  policy  would  be  inoperative 
by  reason  of  foreign  competition  we  have  two  things  to  ex- 
amine :  the  working  of  a  time  policy  in  the  home  market,  and 
the  nature  of  the  foreign  competition  to  which  it  would  be 
exposed. 

As  regards  the  first,  there  are  numerous  trades  to  which 
in  the  home  market  foreign  competition  could  not  be  directly 
opposed.  Let  us  suppose  a  time  policy  to  begin  with  these,  and 
that  it  was  found  to  work  beneficially.  It  would  now  extend 
gradually  to  trades  more  and  more  exposed  to  foreign,  com- 
petition in  the  home  market.  For  the  reasons  already 
stated,  its  expansion  among  these  would  be  effected  without 
serious  disturbance  from  foreign  competition ;  for  all  export- 
able commodities  would  be  affected  by  a  time  policy  alike, 
and  the  foreigner  would  find  the  commodity  he  took  away  as 
much  affected  by  it  as  the  commodity  he  brought.  Now, 
if  a  strict  economy  of  production,  favourable  to  the  producers, 
were  thus  brought  to  prevail  in  these  branches  of  trade,  and 
did  not  prevail   in   the  branches  directly  destined   for  the 

*  This  must  be  said  with  reservation.  There  is  hardly  any  circumstance  so 
slight  that  cannot  effect  the  fall  of  some  mercantile  adventurer.  Where  there  are 
edifices  of  all  degrees  of  strength  from  a  card-house  to.  a  castle,  it  is  somewhat 
difficult  to  regulate  the  force  of  an  innocuous  gale.  Some  changes  in  the  distri- 
bution of  labour  might  also  occur,  attended,  like  all  such  changes,  with  temporary 
inconvenience,  but  ultimately  beneficial. 
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supply  of  foreign  markets^  the  result  would  naturally  be  to 
check  the  growth  of  the  latter,  in  as  far  as  their  relative 
position   was    unfavourably  affected    by  the    change^    The 
immediate  result  would  be.  that  while    some    trades  were 
flourishing  with  short  or  moderate  hours,  others  required  pro- 
tracted hours  as  a  condition  of  their  prosperity.     From  this 
there  would  follow  a  tendency  in  the  supply  of  labour  to  be 
diverted   from  the  less  to  the   more  prosperous  industries. 
The  point  of  repose,  or  final  accomplishment  of  this  tendency, 
would   be  a  new  equilibrium  of  the  trades  thus  variously 
affected ;  but  as  the  equalizing  tendency  would  always  work 
slowly  towards  its  end,  and  as  the  original  cause  of  difference 
would  always  remain  in  full  operation,  the  equilibrium  would 
never  be  fully  attained  while  there  remained  any  foreign 
trade  subject  to  disadvantage  from  foreign  competition  rela- 
tively to  home  trades ;  that  is  to  say,  while  there  was  any 
efficacy  in   the  ameliorating  influences  brought  to  bear  on 
the  latter.    There  would  thus  be  a  continual  restraint  upon 
those  branches  of  foreign  trade  which  were  most  unfavour- 
ably affected  by  foreign  competition,  and,  according  to  the 
degree  of  the  pressure,  their  growth  would  be  checked,  and 
their  actual  development  gradually  reduced ;  and  this  not 
from   any  actual  decline  in  the  prosperity  of  these  trades, 
but  from  their  inability  to  reach  the  higher  standard  of  pros- 
perity established  by  others ;  and  the  growth  of  a  population 
dependent  on  foreign   trade  would    thus    be  subjected    to 
severer  conditions  in  the  more  exacting  demands  of  labourers 
arising  out  of  the  general  improvement  of  their  condition. 

Let  us  look  next  to  the  nature  of  the  foreign  competition 
to  which  a  time  policy  would  be  subjected.  This  competition 
must  be  of  one  of  two  kinds.  It  must  proceed  from  a  com- 
munity whose  industry  is  fully  organized  and  developed,  or 
it  must  proceed  from  a  community  whose  industry  is  imper- 
fectly organized  and  developed.  If  it  proceeds  from  the 
former,  it  proceeds  from  a  community  in  which  the  demands 
of  labour  have  begun  to  assert  themselves.     Unless  such  a 
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community  can  find  a  better,  that  is,  a  more  economical 
solution  of  the  labour  question  than  a  time  policy,  it  is 
obvious  that  the  adoption  of  a  time  policy  will  subject  to 
no  disadvantage  in  competing  with  it.  It  would  be  super- 
fluous to  enlarge  on  this,  or  go  over  again  the  adverse 
influences  upon  industry  of  incessant  conflicts  between 
employers  and  labourers.  If,  therefore,  we  are,  in  con- 
sequence of  adopting  a  time  policy,  to  be  excluded  from 
foreigfn  markets  by  foreign  producers,  it  will  not  be  by  the 
producers  of  the  most  advanced  industrial  communities. 
There  is  another  supposition.  We  may  conceive  a  district 
where  labour  is  unorganized,  but  where  the  means  of  main- 
tenance being  easily  acquired,  there  is  abundance  of  the  raw 
material  of  labour.  Let  foreign  capitalists  establish  them- 
selves here,  and  bring,  with  the  organization  of  an  advanced 
community,  the  methods,  the  materials  and  the  instruments 
of  a  particular  production.  They  may  command  an  indefinite 
supply  of  labour  almost  at  their  own  price.  If  now  they 
enter  a  foreign  market  against  us  are  we  to  compete  with 
them  ?  To  do  so  we  must  degrade  our  labourers  to  a  level 
with  theirs,  or  approach  them  as  nearly  as,  with  our  remain- 
ing advantages  of  organization,  may  enable  us  to  excel  their 
slavish  industry.  An  advanced  community,  which  has  innu- 
merable other  resources  to  fall  back  upon,  can  gain  nothing 
by  persisting  in,  and  lose  nothing  by  retiring  from  such  a 
contest.  The  advantage  of  cheaper  labour  belongs  naturally, 
in  such  circumstances,  to  the  pioneers  of  industry ;  it  is  the 
just  reward  of  their  efforts  to  introduce  organization,  and 
turn  the  means  of  undeveloped  communities  to  account. 
But  the  advantage  is  in  no  respect  formidable  to  the  industry 
of  other  communities.  It  requires  nothing  to  reduce  it  but 
its  own  success.  Let  prosperity  attend  the  efforts  of  the 
pioneers,  and  the  value  of  labour  will  speedily  rise.  The 
claims  of  labourers  will  become  continually  more  difficult 
to  meet;  and  the  labour  question  will  rise  to  its  full 
dimensions. 


I 
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It  was  hardly  necessary  to  have  returned  so  theoretical 
an  answer  to  this  question.    It  has  been  shown  that  a  time 
policy  cannot  force  competition ;  if  it  does  not  succeed  in        I 
leading,  it  must  yield  to  it ;  that  is  to  say,  the  labourers  who 
are  immediately  exposed  to  foreign  competition  must  either 
give  up  the  fight  or  come  to  such  terms  as  will  enable  them 
to  cope  with  their  rivals,  whoever  they  are ;  and  upon  this 
point  the  working  of  a  time  policy  will  leave  no  illusion.    But, 
secondly,  experience  has  already  shown  that  a  time  policy- 
would  not  therefore  remain  inoperative,  even  in  the  trades 
most  exposed  to  foreign  competition.    It  is  not  foreign  com- 
petition alone  that  gluts  foreign  markets  with  goods,  and 
depresses  the  value  of  our  productions.     In  the  productions 
destined  exclusively  for  foreigfn  markets  short-time  has  had  to 
be  resorted  to  in  order  to  check  over-production  ;  and  if  this 
can  be  done  by  employers,  it  may  be  done  also  by  labourers. 
It  would    also    be    unreasonable  to  suppose    that  a  more 
economical  distribution  of  production  would  have  no  favour- 
able effect  in  enabling  us  to  meet  foreign  competition. 
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CHAPTER      I. 

ON  THE  EFFECTS  OF  A  TIME  POLICY  ON  THE  MAIN- 
TENANCE OF  THE  LABOURER  ;  AND  ON  THE  EXPENDI- 
TURE OF  THE  LABOURING  CLASSES. 

THE  leading  objections  to  a  time  policy  from  a  merely 
industrial  point  of  view  have  now  been  noticed.  The 
next  objection  will  introduce  us  to  a  wider  prospect,  and  enable 
us  to  consider  the  social  bearings  of  the  question.  In  doing 
so  we  shall  be  enabled  to  apply  some  of  those  tests  of  an 
efficient  policy  laid  down  in  the  earlier  chapter  of  this  Part. 

It  has  already  been  said  that  it  would  be  detrimental  to 
the  independent  and  non  -  aggressive  character  of  a  time 
policy,  if  it  were  carried  on  by  means  of  funds  accumulated 
for  the  purpose  of  supporting  labourers  in  artificially  con- 
certed movements  of  a  speculative  kind. 

This  over-doing  of  the  policy  would  be  liable  to  introduce 
all  those  evils  of  aggressive  and  speculative  movements  in 
industry,  the  disastrous  consequences  of  which,  whether  adop- 
ted by  employers  or  labourers,  have  already  been  repeatedly 
exposed.  The  great  industrial  advantage  of  a  time  policy 
has  been  shown  to  consist  in  its  tendency  to  check  the  over- 
speculative  propensities  of  the  mercantile  class,  that  is  of 
the  entire  class  by  which  the  operations  of  industry  are 
directed.     This  advantage  would  be  forfeited   if  its  result 
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were  merely  to  oppose  to  this  current  of  speculation  from 
the  upper  ranks  of  industrial  life,  an  equally  unregulated  and 
more  subversive  contrary  current  from  the  lower.  The  ten- 
sion of  industrial  strife  would  thereby  be  increased  instead 
of  being  alleviated ;  and  the  exhaustion  of  all  parties  would 
be  the  just  result  of  the  common  infatuation.  The  funda- 
mental conception  of  a  time  policy  is  the  constant  adjust- 
ment of  production  to  the  actual  wants  of  society  as  indi- 
cated by  unstimulated  demand ;  and  this  cannot  be  pro- 
moted by  a  mere  internecine  strife  of  rival  interests.  The 
difficulty  which  this  condition  suggests  has  already  been 
stated.  As  the  time  policy  is  supposed  to  represent  the 
normal  and  perfected  organization  of  industry,  it  is  assumed 
that  the  labourer  under  it  is  to  be  simply  dependent  upon 
his  own  resources,  without  requiring  eleemosynary  or  fac- 
titious aid  to  enable  him  to  maintain  a  position  of  which 
he  is  supposed  to  be  freely  in  possession,  or  to  assert 
rights  which  he  is  assumed  to  have  already  conquered  But 
while  the  labourer  is  assumed  to  live  independently  on  his 
own  resources,  it  has  been  shown  that  these  resources  will 
be  subject,  I  shall  not  say  to  greater  fluctuations  than  at 
present,  but  at  all  events  to  fluctuations  from  causes  not 
now  in  operation.  The  period  of  shortest  work  and  the 
period  of  lowest  proportional  remuneration  will  coincide. 
How  is  the  labourer,  with  the  responsibility,  it  may  be,  of 
a  growing  family,  and  with  all  the  accidents  to  which  his 

lot  is  liable,  to  meet  this  fatal  coincidence.^ 

• 

The  answer  to  the  difficulty  now  proposed  has  already  been 
indicated,  and  it  is  sufficiently  simple.  The  object  of  a  time 
policy  being  to  check  over>speculation  in  production,  it  is  not 
probable  that  the  fluctuations  it  would  produce  in  the  hours 
of  labour  would  be  greater  than,  or  even  so  great  as,  those 
which  would  occur  in  a  state  of  free  competition  without  such 
a  check.  They  might  possibly,  however,  be  greater  than 
occur  under  present  restricted  conditions  of  industry ;  and  they 
would  at  all  events  present  the  peculiarity  above  noticed,  of 
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occasioning  greater  extremes  of  remuneration  than  a. system 
in  which  the  hours  of  labour  are  directly  regulated  by  the 
wants  of  labourers. 

It  has  already  been  observed  that  it  is  not  the  design,  and 
it  may  be  assumed  for  the  reasons  already  given,  that  it  would 
not  be  the  result  of  a  time  policy,  to  diminish  the  total  earn* 
ings  of  labourers.  The  difficulty,  accordingly,  is  purely  one  of 
administration ;  and  it  derives  any  appearance  of  weight  it 
may  have  from  the  assumption  that  the  labouring  classes 
cannot  be  depended  upon  to  administer  their  affairs  with 
adequate  judgment  in  circumstances  requiring  so  much  pre- 
vision. 

Now  it  would  be  a  feeble  resource,  indeed,  to  rest  a  policy 
affecting  the  interests  of  a  class  on  the  prudence  of  indivi- 
duals. It  is  not  labourers  alone,  nor  employers  even,  but 
men  of  science,  statesmen,  philosophers  and  saints,  who  would 
fail  if  tried  by  such  a  test.  It  is,  therefore,  necessary  to  show, 
in  the  first  place,  that  there  is  a  resource  for  the  weakness 
of  individuals.  This  resource  is  not  a  new  one :  it  is  that 
on  which  the  whole  mercantile  organization  at  present  de- 
pends :  it  is  credit  Does  the  mention  of  it  excite  a  pious 
horror  in  those  who  are  virtuous  and  wise  by  proxy  ?  Let 
us  consider.  By  what  means  is  it  that  the  great  operations 
of  commerce  are  conducted  ?  By  what  means  are  mercantile 
speculators  permitted  to  proceed  to  the  extremes  of  infatua- 
tion and  madness,  or  rather  of  deliberate  conspiracy  and 
wholesale  robbery?  And  who  in  his  ordinary  household 
expenditure  does  not  avail  himself  of  this  means  to  a  greater 
or  less  extent,  either  as  a  matter  of  necessity  or  convenience  ? 
Let  us  not,  then,  begin  with  a  prejudice,  but  examine  calmly 
whether  the  proposed  use  of  credit  is  legitimate  and  advan- 
tageous, or  excessive  and  injurious. 

The  working  classes  are,  indeed,  no  strangers  to  this 
resource.  The  tradesmen  with  whom  they  deal  are  no  less 
keen  in  pushing  their  trade,  and  no  more  deficient  in  con- 
fidence in  human  nature  than  those  who  minister  to  their 
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superiors.  Unfortunately,  however,  the  future  resources  of 
those  who  require  this  support  among  the  working  classes 
are  in  no  respect  better  fitted  to  meet  the  demand  upon 
them  than  their  present  resources.  The  brief  intervals  at 
which  they  draw  their  remuneration  renders  credit  a  more 
than  usually  doubtful  resource  in  their  case.  The  necessity 
for  it  may  be  due  to  misfortune ;  but  it  is  often  also  due  to 
improvidence,  and  most  frequently,  perhaps  to  that  improvi- 
dence which  is  most  fatal  of  all,  the  rushing  prematurely 
upon  those  responsibilities  which  require  to  be  undertaken 
with  the  greatest  prudence  and  circumspection.  The  credit 
with  which  we  have  at  present  to  deal,  however,  is  not  neces- 
sarily the  result,  either  of  misfortune  or  imprudence.  It  is 
r^arded  as  no  discredit  to  the  man  who  draws  his  income 
half-yearly  or  quarterly,  if  he  anticipates  part  of  it  for  his 
immediate  wants.  Even  the  labourer  has  occasional  demands 
which  exceed  his  periodical  drawings ;  and  which,  if  he  has  not 
had  time  or  opportunity  to  anticipate  them,  must  be,  and  are 
legitimately  met  in  the  same  manner.  There  is  always  a 
clear  distinction  between  this  kind  of  credit  and  that  which 
exceeds  the  natural  range  of  the  debtor's  resources ;  between, 
for  example,  the  credit  which  a  labourer  takes  for  a  suit  of 
clothes,  and  that  which  he  takes  for  the  daily  bread  of  his 
family.  Now  if  the  remuneration  of  a  labourer  is  so  appor- 
tioned that  at  one  time  he  has  less,  and  at  another  time  more 
than  sufficient,  to  supply  his  current  wants,  the  credit  which 
he  takes  in  order  to  equalize  his  expenditure  falls  under  the 
former  head  and  not  under  the  latter. 

This  is,  however,  only  a  partial  view  of  the  resources  which 
a  time  policy  would  afford  labourers  for  balancing  -their 
expenditure,  and  presents  us  with  the  least  favourable  aspect 
of  the  case.  We  have  shown  how  the  weakness  of  the 
individual  is  to  be  met;  we  have  further  to  consider  how 
the  supposed  circumstances  would  affect  the  habits  of  the 
class,  and  whether  an  increase  or  diminution  of  improvidence 
is  likely  to  result  from  them* 
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It  may  be  allowed  that,  taken  indiscriminately,  and  in  the 
mass,  the  use  of  credit  has  a  tendency  to  grow  upon  those 
who  accustom  themselves  to  it;  but  when  this  position  is 
carefully  examined,  it  will  probably  be  found  to  mean  little 
more  than  that  the  abuse  of  credit  has  this  tendency.    The 
legitimate  use  of  credit  for  the  purpose  of  anticipating  income 
in  matters  of  extraordinary  or  occasional  expenditure,  such 
as  those  adverted  to,  does  not  seem   to  have  any  special 
liabih'ty  to  abuse.     Of  course  those  who  cannot  get,  or  will 
not  take  credit,  cannot  abuse  it ;  and  to  this  extent  abstin* 
ence  may  seem  to  offer  a  greater  security  against  abuse ;  but 
this  amounts  to  nothing  more  than  the  ordinary  risk  which 
all  use  or  possession  entails,  and  implies  no  special  argument 
against  the  legitimate  use  of  credit.     The  man  who  is  dead 
already  cannot  die,  and  the  man  who  does  not  possess  a  thing 
cannot  turn  it  to  ill-account ;  yet  no  one  blames  life  or  pro- 
perty for  the  dangers  or  abuses  to  which  both  are  liable. 

There  is,  however,  more  to  be  considered  than  this.  Credit 
is  not  the  only  means,  nor  the  best,  by  which  an  irregular 
income  can  be  adjusted  to  meet  a  regular  expenditure. 
There  is  also  the  resource  of  anticipative  accumulation ;  not 
that  of  a  vague  and  indefinite  parsimony,  but  of  an  accumu- 
lation based  on  a  distinct  estimate  of  future  wants.  More- 
over, credit  will  not  do  without  a  distinct  calculation  and 
balance  of  expenditure.  Whoever  has  a  limited  income  will 
speedily  exhaust  his  credit,  if  he  does  not  calculate  carefully 
how  far  it  will  go.  Whether  credit  is  resorted  to  or  not, 
therefore,  fluctuations  in  the  rate  of  income  will  necessitate 
increased  care  and  calculation  in  regulating  expenditure. 
Whenever  this  care  is  omitted,  the  punishment  will  not  be 
far  distant ;  and  it  will  be  of  a  kind  peculiarly  calculated  to 
tell  on  those  whose  habits  require  to  be  reformed  by  it.  The 
periods  of  dull  trade,  being  those  of  greatest  leisure,  will 
naturally  be  those  which  afford  the  greatest  opportunities 
of  enjoyment  or  improvement.    But  the  means  of  enjoy- 

mentj  or  the  ease  of  mind  necessary  for  self-improvement, 

20 
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will  depend  on  such  a  management  of  pecuniary  resources 
as  will  not  make  the  period  of  leisure  a  period  of  pinching 
and  privation.  The  favourable  time  will  be  lost  to  those 
who  exhaust  their  means  and  credit ;  and  this  lesson  will  be 
continually  repeating  itself;  while  its  repetition  will  be  con- 
tinually alternating  with  the  opportunities  of  putting  it  in 
practice.  It  would  be  to  suppose  the  working  classes  utterly 
degraded  and  irrational  to  suppose  that  a  large  proportion  of 
them  would  not  take  the  lesson  so  persistently  held  before  them; 
and  it  would  be  to  suppose  them  irreclaimably  stupid  not  to 
believe  that  the  example  of  those  who  did  take  it,  would  tell 
more  and  more  on  those  who  at  first  neglected  to  do  so. 

The  want  of  adequate  motives  for  economy  of  exj>endi- 
ture  among  the  working  classes  under  the  present  organiza- 
tion of  industry  has  been  adverted  to  as  one  of  the  main 
defects  of  that  organization.  The  normal  stkte  of  things  is  a 
dull  uniformity  of  work  and  pay ;  the  former  affording  little 
leisure  for  rational  enjoyment,  and  the  latter  only  scope  for 
such  slender  savings  as  the  circumstances  of  the  labourer 
seldom  afford  him  any  opportunity  of  turning  to  account  as 
a  means  of  improving  his  condition.  Parsimony,  in  these  cir- 
cumstances, it  has  been  said,  appeals  only  to  the  feeble  and 
the  timid,  and  has  no  attractions  for  the  strong,  the  san- 
guine and  the  courageous.  Under  a  time  policy  all  this  is 
changed.  Saving  has  a  direct  relation  to  the  means  used  by 
the  labourers  for  the  improvement  of  their  industrial  condi- 
tion. They  are  not  exonerated  from  its  exercise  by  a  pay- 
ment into  a  common  fund  to  meet  the  emergencies  of  an" 
aggressive  policy,  but  are  taught  as  a  first  principle  that  their 
reliance  in  all  circumstances  must  be  on  their  own  industry 
and  prudence.  Saving  also  has  a  direct  relation  to  the  means 
of  enjoyment  and  improvement,  which  appeal  to  the  young, 
the  healthy  and  ambitious.  No  saving,  however  small,  can 
in  these  circumstances  miss  its  aim  ;  and  the  uses  to  which  a 
reserve  of  means  can  be  turned  are  not  remote  and  contingent, 
but  near  and  constantly  recurring.    The  certainty  of  possess^ 
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ing  periods  of  leisure  capable  of  being  turned  to  profitable 
account,  according  to  the  taste  and  inclination  of  each  indivi- 
dual, gives  a  point  and  meaning  to  the  principle  of  accumula- 
tion which  it  would  be  in  vain  to  attempt  to  import  into  the 
ordinary  prudential  maxims  of  hoarding.  Can  it  be  doubted 
that  in  these  circumstances  habits  of  foresight  and  providence 
would  be  greatly  promoted  ?  Of  course,  there  would  remain 
the  same  variety  of  idiosyncracies  as  heretofore ;  and,  as  in 
every  free  development  of  human  nature,  the  strongest  motives 
would  in  some  cases  fail  to  produce  their  effects  ;  but  I  appre- 
hend that  with  such  a  universalization  of  the  motives  to  parsi- 
mony, the  danger  would  rather  be  in  the  direction  of  excess  than 
deficiency  in  the  generation  of  the  habit  No  habit  has  a  greater 
tendency  to  growthan  that  of  parsimony ;  and  with  some  natures 
it  becomes  irresistible  and  rapidly  degenerates  into  a  vice. 

It  must  not  be  lost  sight  of  that  the  mere  variety  intro- 
duced into  the  financial  economy  of  the  labourer's  life  would 
have  a  most  important  and  valuable  educative  influence,  as 
well  as  a  cheering  tendency  to  relieve  the  dulness  and  mono- 
tony of  his  lot«  The  moderate  vicissitudes  of  a  varying 
finance,  would  afford  a  fair  exercise  for  the  triumphs  of  fore- 
sight and  prudential  calculation.  And  this  advantage  would 
not  only  be  gained  by  the  labouring  classes  without  entailing 
any  disadvantage  on  others ;  but  would  itself  be  the  means  of 
achieving  an  equal  advantage  to  the  class  by  which  capital  is 
usually  accumulated.  It  has  been  shown  that  while  the  work- 
ing classes  suffer  from  a  deficiency  of  speculation,  the  mercantile 
classes  suffer  from  an  excess  of  it ;  and  it  is  precisely  in  the 
process  of  controlling  this  excessive  tendency  in  the  latter 
class,  that  the  former  has  its  deficiency  of  motive  supplied. 

While  the  influence  of  individual  motives  to  parsimony 
would  be  rendered  effective  by  a  time  policy  in  those  numerous 
cases  in  which  they  are  at  present  ineffective,  a  service  certainly 
not  less  valuable  would  be  rendered  to  economy  in  contracting 
the  sphere  of  operation  of  these  individual  motives  in  the  case  of 
the  class  of  individuals  most  powerfully  influenced  by  them. 
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The  whole  influence,  as  has  been  said,  of  current  economical 
and  moral  teaching  is  in  favour  of  indefinite  accumulation. 
The  weight  of  this  influence  in  present  circumstances  is  least 
among  the  labouring  classes,  whose  powers  of  accumulation 
are  comparatively  insignificant ;  it  is  greatest  among  the  mer- 
cantile and  producing  classes,  whose  powers  of  accumulation 
are  indefinitely  great.  Now  what  is  taught  to  the  classes 
who  are  most  under  the  influence  of  the  current  teaching  of 
economy  is  the  unlimited  potency  of  saving  as  a  means  of 
accumulating,  reproducing  and  multiplying  wealth.  Industry 
and  economy  are  the  two  points  of  the  gospel  of  utilitarian 
morality  laid  down'  by  systematic  economists,  and  preached 
by  parents  tod  other  advisers  to  the  youthful  entrant 
on  an  industrial  career.  Sometimes  this  gospel  is  preached 
without  effect  Sometimes  its  excessive  inculcation  frus- 
trates its  own  end,  and  a  spendthrift  is  produced.  But 
this  has  little  influence  on  the  course  of  mercantile  affairs. 
Whoever  spends  too  rapidly  is  quickly  eliminated  from  their 
management  On  the  other  hand,  the  doctrine  of  unlimited 
accumulation  is  largely  believed  and'  practised.  Not  parsi- 
mony and  prudence  alone,  but  the  ambitious  hopes  of  the 
mercantile  aspirant  tend  in  this  direction.  Every  man  enter- 
ing on  a  mercantile  career  who  indulges  in  tlie  visions  of 
imagination,  (and  who  does  not  ?)  dreams  of  a  brief  period  of 
labour  followed  by  an  ample  competency,  which  his  superior 
skill,  or  energy,  or  fortune  is  to  bring  him.  Such  dreams  tend 
to  encourage  the  delusion  of  indefinite  accumulation ;  but  it 
is  manifest  that  such  dreams  are  vain.  The  bulk  of  our 
material  wants  are  supplied  by  current  labour;  and  the 
natural  destiny  of  men  is  to  work  as  long  as  they  have  wants 
to  be  supplied.  The  more  general  is  the  effort  to  anticipate 
wants  in  the  g^oss,  the  greater  must  be  the  errors  in  the  fore- 
cast, and  the  lai^er  the  share  of  individual  disappointment 

Every  one  is  familiar  with  the  excessive  efforts  made  by 
mercantile  men  to  amass  what  are  called  fortunes.  In  every 
great  community  there  are  necessarily  a  few  instances  of  ex- 


CHAP.  I.]  SOCIAL  EFFECTS  OF  A  TIME  POLICY*  681 

traordinary  success  in  these  efTorts;  and  eveiywhere  the 
gainers  of  this  success,  the  compilers  of  these  bloated  fortunes, 
are  held  up  by  ignorant  and  thoughtless  moralists  as  the  models 
of  mercantile  virtue.  A  false  morality  is  thus  engendered,  of 
which  the  results  are  wholly  pernicious  to  society,  and  highly 
injurious  to  the  individuals  who  are  guided  by  it. 

The  claims  of  this  false  morality  are  enforced  by  conscience 
upon  those  who  believe  in  it ;  hence  the  magnitude  of  the 
evil  engendered  by  it.  It  has  exalted  itself  into  an  invisible 
tyranny  over  society ;  and  many  a  man  is  tormented  with 
remorse  because  of  the  defectiveness  of  his  efforts  to  ruin  his 
neighbours  and  pursue  his  own  hurt. 

To  illustrate  the  effects  of  the  excessive  desire  of  accumula- 
tion on  individuals,  a  single  case  will  suffice.  A  young  man 
enters  upon  business,  marries  and  begins  to  bring  into  the 
world  a  family.  Upon  the  head  of  this  devoted  young  man 
all  the  maxims  of  utilitarian  morality  accumulate.  He 
believes  and  obeys,  all  the  more  readily,  perhaps,  that  he  has 
violated  true  economy  and  morality  by  taking  his  respon- 
sibilities upon  him  rashly  and  prematurely.  He  has  unlimited 
faith  in  industry  and  economy ;  and  he  toils  late  and  early, 
and  saves  with  scrupulous  and  self-denying  care.  AU  who 
have  known  such  cases  have  known  how  often  the  results  of 
such  exertions  are  inadequate  and  disappointing.  When  this 
is  so,  the  case  is  almost  always  looked  upon  by  the  familiars 
of  the  victim  as  one  of  extraordinary  occurrence  and  excep- 
tional hardship.  Mercantile  disaster  has  probably  contributed 
to  the  result ;  and  this  is  looked  upon  as  entirely  fortuitous. 
But  to  those  who  consider  the  general  principles  involved,  it 
is  plain  that  the  man  has  been  working  for  his  own  mis- 
fortunes, and  would  have  been  undeservedly  and  exceptionally 
happy  had  he  escaped  them.* 

*  This  illustration  is  by  no  means  intended  to  advocate  a  principle  of  direct  re* 
tribution.  When  a  bad  example  is  set,  as  by  over^work,  bad  consequences  necilk 
sarily  ensue ;  but  it  does  not  follow  that  those  consequences  will  fall  exclusively 
upon  the  individual  who  does  the  wrong.  The  reader  will  easily  separate  the 
personal  from  the  general  consequences  of  such  actions.    He  will  naturally  infer 
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The  conditions  and  the  objects  of  accumulation  are  limited ; 
and  whoever  attempts  to  force  a  provision  for  the  future  goes 
against  the  principle  of  limitation.  The  transgression,  too, 
by  the  natural  laws  of  industry  comes  rapidly  home  to  the 
transgressor.  Capital  can  only  be  accumulated  in  some  par- 
ticular kind,  and  the  kind  of  capital  which  the  excessive 
industry  of  the  individual  tends  to  accumulate  has  no  natural 
relation  to  his  future  wants.  If  he  is  a  maker  of  umbrellas, 
his  extra  labour  only  tends  to  accumulate  umbrellas,  and  by 
cheapening  them  to  bring  down  the  value  of  his  own  labour ; 
and  it  also  tends  to  force  a  similar  course  on  his  competitors. 
If  he  is  a  lawyer,  he  works  hard  to  render  the  supply  of  law 
superabundant  in  his  district,  aiid  to  reduce  the  fees  of  iiis 
neighbour  lawyers  and  his  own.  It  is  thus  that  by  competi- 
tion commodities  are  over-produced,  and  the  value  of  labour 
deteriorated,  by  a  mere  superfluity  in  the  supply  of  things  and 
services  which  perish  in  the  using. 

While  he  is  hotly  engaged  in  this  vain  strife,  ever  increas- 
ing his  exertions  in  proportion  to  the  measure  of  their 
inadequacy,  the  victim  of  a  false  economy  forgets  one  pro- 
vision for  a  family,  which  is  after  all  the  surest  it  can  com- 
mand, the  health  of  its  head;  and  when  he  falls  at  his 
post  he  believes  he  has  sacrificed  himself  to  the  good  of  his 
family,  while  he  has  simply  thrown  away  their  means  of 
support 

The  accidents  of*  life,  which  furnish  a  valid  argument  for 
a  moderate  and  reasonable  prudence,  are  exaggerated  by 
the  teacher^  of  a  doctrine  of  immaculate  foresight  into  a 
means  not  only  of  destroying  the  ease  and  enjoyment  of  life, 

that  if  an  individual  suffers  from  the  consequences  of  over-work  in  the  form  of  over- 
production, it  is  not  ficom  his  own  exertions,  but  from  those  of  others  he  suffers ;  and 
that  such  consequences  fall  alike  on  the  guilty  and  the  innocent ;  but  what  is 
meant  to  be  inferred  in  the  text  is  that  when  an  individual  is  actively  doing  mis- 
chief, he  is  not  a  special  object  of  sympathy  when  he  suffers  from  the  same  kind  of 
n\ischief  as  he  is  doing.  In  the  next  paragraph  the  general  law  is  expressed ;  but 
the  operation. of  this  law  is  scarcely  so  rapid,  except  in  a  limited  industrial  sphere, 
as  to  bring  the  acts  of  the  individual  transgressor  against  himsel£  He  suffers  by 
the  inheritance  of  the  sins  of  others. 
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but  of  inflicting  greater  evils  on  society,  even  in  respect  to  its 
material  provision,  than  the  natural  accidents  against  which  it 
is  intended  to  provide. 

Some  men  will  die  without  being  able  to  provide  for  their 
families  when  all  men  have  sweated  their  worst ;  but  if  men 
preserve  their  health  by  moderate  labour,  the  number  of  those 
who  are  subject  to  this  misfortune  will  diminish.  The  same 
observation  applies  to  the  diseased  notion  of  providing 
indefinitely  for  future  frailty.  It  is  in  all  cases  the  healthy 
who  have  really  to  provide  for  the  feeble ;  but  this  provision 

will  be  lightened  if  people  do  not  make  themselves  ill  by 
anticipative  toil  and  anxiety.  All  men  do  not  attain  old 
age,  and  all  men  are  not  subject  to  protracted  illness  before 
the  close  of  life.  A  general  provision  for  such  accidents  must, 
therefore,  be  an  excessive  provision.  Any  man,  whatever 
his  position  in  life,  who  works  more  for  the  mere  sake  of 
hoarding  and  rapid  accumulation  of  wealth,  than  a  healthy 
man  ought  to  work  with  a  due  regard  to  other  interests 
besides  money-making,  commits  an  immoral  action,  which 
has  no  sanction  from  economical  principle;  deprives  his 
neighbour  of  his  reasonable  chance  of  procuring  a  mainten- 
ance by  moderate  toil ;  and  is  justly  punished  by  the  failure 
of  his  own  efforts. 

Competition  does  not  commonly  leave  individuals  free  to 
choose  the  amount  of  their  industrial  exertions ;  but  one  at 
least  of  the  germs  of  over-competition  lies  in  the  excessive 
desire  of  accumulation,  or  of  rapid  fortune-making,  which  has 
been  shown  to  characterize  the  accumulating  classes.  It  is,  of 
course,  the  business  of  morality  and  not  of  economy  to  pre- 
scribe to  individuals  the  observance  of  the  duty  of  mode- 
ration in  their  industrial  as  in  their  other  pursuits ;  but  it  is 
the  business  of  economy  to  show  that  general  evils  arise 
from  the  habitual  neglect  of  this  duty ;  it.  is  especially  its 
business,  when  the  violation  has  been  sanctioned  in  its  name, 
to  repudiate  the  sanction ;  and  it  is  also  its  business  to  show 
how  general  restraints  can  be  brought  to  bear  on  classes 
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whose  circumstances  expose   them  to  peculiar  temptation 
to  violate  a  principle  important  to  the  welfare  of  society. 

The  inculcation  of  an  indefinite  parsimony  as  a  provision 
for  future  and  conting^t  wants  is  saved  from  a  demon- 
stration of  impracticability  only  by  the  general  n^lect  of 
the    precept.      There   is    no    period  of  life  to    which    the 
inculcation  of  this  forecasting  parsimony  does  not  apply. 
The  young  man  must  save  for  his  marriage ;  when  he  is 
married,  he  must  save  for  the  education  of  his  children ; 
when  they  are  educated,  he  must  save  to  leave  them  a 
maintenance,  or  to  exalt  their  position  in  social  life.     As 
soon  as  the  children  are  able  to  earn  anything,  they  must 
begin  in  their  turn  the  same  course.      If  there  is  thus  no 
time  when  the  family  hoard  is  to  cease  or  diminish,  does  it 
not  amount  to  this,  that  it  loses  all  relation  to  consumption, 
except  when  as  an  investment  it  relieves  the  necessity  of 
providing  for  current  wants  by  current  toil  ?    But  if  the 
wants  of  all  are  to  be  provided  for  from  capital,  where  is 
the  industry  to  come  from  ?     It  is  clear,  then,  that  eflfective 
accumulation  is  limited  to  the  capital  needed  to  support  the 
industry  required  for  the  supply  of  current  wants ;  and  as  this 
capital  is  always  provided,  all  that  a  more  general  observance 
of  parsimony  can  do  is  to  increase  the  number  of  claimants 
on  the  general  fund  at  the  expense  of  the  amount  of  their 
claims.     Even   if  we  suppose  no  excess  of  parsimony,  by 
which  the  actual  value  of  the  fund   is  deteriorated,  it   is 
doubtful  how  far  the  mere  diffusion  of  it,  beyond  a  moderate 
extent,  would  be  advantageous  to  society.    It  is  a  very  good 
thing  for  a  young  man  to  have  an  ample  provision  for  his 
marriage ;  it  is  a  very  good  thing  for  a  young  married  man 
to  have  saved  an  ample  provision  for  the  liberal  education 
of  his  children  ;  it  is  also  a  good  thing  for  a  parent  when  he 
can  lay  by  for  his  children  as  much  as  will  secure  them  an 
advantageous  entrance  into  life ;  but  from  the  very  nature  of 
the  case  it  is  impossible  that  all  these  things  can  be  attained 
in  advance,  except  by  a  small  minority.    Taking  society  as  a 
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whole,  and  necessarily,  therefore  in  the  case  of  the  mass 
of  the  individuals  who  compose  it,  the  provision  for  current 
wants  must  always  be  current  labour.  To  set  up  a  standard 
of  accumulation  opposed  to  this  principle,  and  to  inculcate  it 
as  an  economical  principle,  or  a  moral  duty,  is  not  only  to 
impose  on  the  society  by  which  such  doctrines  are  received 
real  and  arduous  labour  on  behalf  of  impracticable  ends,  but 
to  burden  many  consciences  with  duties  which  they  can  by 
no  possibility  fulfil.  That  which  is  practicable  in  accumula- 
tion, and  that  which  economy  ought  alone  to  inculcate, 
is  the  provision  of  the  means  and  instruments  by  which 
each  class  may  be  enabled  to  perform  its  current  industry 
to  most  advantage.  Whatever  personal  provision  a  member 
of  any  class  requires  for  this  purpose,  whether  it  be  in 
education  or  means,  it  is  a  reasonable  aim  for  him  to 
attempt  to  secure  for  himself,  or  for  his  responsible  guardians 
to  attempt  to  secure  for  him.  It  is  thus  perfectly  reason- 
able for  parents  to  lay  up  for  the  education  or  future  pro- 
vision of  their  children,  as  far  as  it  is  in  their  power  to  do 
so.  But  as  it  is  not  in  the  power  of  all  parents  to  meet 
these  wants  by  an  anticipative  provision,  there  can  be  no 
such  duty  to  do  so,  as  to  justify  either  the  neglect  of  present 
necessities,  or  such  a  pursuit  of  material  wealth  as  is 
injurious  either  to  the  individual  himself,  or  to  the  interests 
of  his  neighbours.  Yet  how  many  are  there  who,  under 
the  teaching  of  a  false  economy,  banish  themselves  from 
the  intercourse  of  their  fellow  men,  and  exhaust  their  strength 
in  the  eager  pursuit  of  wealth  which  their  false  notions  of 
duty  to  their  families  inculcate ;  and  how  many  more,  who 
have  not  self-denial  enough  for  such  sacrifices,  look  on  them 
admiringly  and  approvingly,  reproaching  themselves  for  their 
inability  to  make  them ! 

To  an  individual,  and  especially  to  a  family,  in  any  position 
of  life,  an  anticipative  provision  is  of  the  greatest  value  ;  but, 
generally  speaking,  the  actual  value  of  such  a  provision  is 
in  inverse  ratio  to  its  amount.    It  would  almost  seem  as  if  in 
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this  matter  mankind  were  divided  into  two  classes,  the  one 
of  which  could  never  learn  how  to  save,  and  the  other  could 
never  learn  how  to  spend  aright.  The  advantage  which  the 
penurious  derive  in  regard  to  the  certainty  of  the  provision 
for  such  wants  as  they  allow  themselves  to  supply,  is  com- 
monly not  from  any  actual  use  they  make  of  their  hoards, 
but  from  the  restricted  habits  of  expenditure  they  have 
taught  themselves.  The  experience  of  such  people  com- 
monly is,  not  that  they  spend  at  one  time  what  they  have 
accumulated  at  another,  but  that  they  go  on  accumulating 
to  the  end.  If  their  children  were  like  them,  which  they 
seldom  are,  their  hoards  might  go  on  for  ever,  without  ever 
coming  in  contact  with  consumption,  or  having  the  least 
chance  of  being  of  any  use.  On  the  other  hand,  how  many 
are  there,  who  are  not  particularly  extravagant,  and  who  com- 
monly live  within  their  means,  but  who  are  so  far  from  making 
an  anticipative  provision  for  the  future,  that  though  they  have 
often  known  the  time  when  a  ^five  pound  note  would  have 
been  of  the  greatest  service  to  them,  they  can  seldom  contrive 
to  keep  their  expenditure  so  far  within  their  means  as  to 
be  secure  of  the  command  of  that  moderate  sum.  Much 
in  these  different  habits  is  no  doubt  due  to  difference  of 
temperament,  but  much,  I  believe,  is  also  due  -to  the  harsh 
and  repulsive  character  of  the  common  maxims  of  economy 
and  morality  on  the  subject  of  parsimony.  Saving  for  a 
definite  object  is  always  an  interesting,  and  may  often  be  a 
profitable  pursuit ;  but  much  vague  pondering  on  the  future, 
and  the  continual  exercise  of  the  imagination  on  contingent 
wants  and  calamities,  is  as  little  profitabfe  as  it  is  agreeable. 
But  saving  for  definite  purposes  is  much  sounder  economy 
than  the  cultivation  of  an  indefinite  disposition  to  hoard. 
The  latter  is,  indeed,  almost  always  injurious  both  in  its 
present  and  in  its  ultimate  consequences.  Suppose,  for 
example,  a  man  begins  to  save  for  the  education  of  his 
children,  and  that  when  the  time  comes  to  educate,  he  has 
acquired  a  taste  for  accumulation  for  its  own  sake.    Instead  of 
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making  use  of  the  means  he  has  provided  for  the  purpose  he 
has  designed,  he  exerts  himself  to  provide  for  it  out  of  his 
current  earnings,  probably  stinting  the  education  to  do  so, 
and  at  the  same  time  endeavours  to  keep  up  and  increase  his 
hoard.  It  may  be  safely  predicted  that  this  man  will  never  spend 
the  means  he  has  provided ;  and  that  he  will  leave  his  children  a 
false  education  in  the  matter  of  expenditure,  which,  according  to 
their  temperament,  will  make  them  eitlier  misers  or  spendthrifts. 

It  is,  accordingly,  of  great  importance  that  at  the  same  time 
that  the  instinct  of  accumulation  is  aroused  and  rendered 
effective  among  the  working  classes,  it  should  be  controlled 
by  a  principle  of  regard  for  the  common  good  which  will  not 
only  prevent  individuals  among  themselves  from  running  to 
injurious  extremes  of  unguided  competition  in  the  race  for 
riches,  but  will  powerfully  restrain  these  excesses  in  other 
classes.  Parsimony  thus  limited  necessarily  takea  the  form 
of  a  genuine  economical  regulation  of  expenditure  with  a 
view  to  a  due  provision  for  real  wants ;  and  tlie  disease  of 
indefinite  hoarding  is  checked  for  want  of  nutriment.  Every 
kind  of  material  accumulation  is,  as  has  been  shown,  subject 
to  deterioration  either  in  inherent  qualities  or  in  value  ;  con- 
sequently no  kind  of  material  capital  can  be  accumulated  with- 
out risk  either  of  loss  or  of  depreciation.  There  is,  however, 
one  thing  in  which  saving  may  be  effected,  which  is  of  pure, 
incorruptible,  indestructible  value :  it  is  time.  The  man 
who  does  not  turn  this  inestimable  treasure  to  account  in 
hoarding  up  some  perishable  material  substances,  is  said,  in 
the  highly  erroneous  language  of  current  economy  and 
prudential  morality,  to  waste  his  time.  Even  in  an  industrial 
point  of  view,  it  is  evident,  if  we  take  the  case  of  the  com- 
munity, that  in  nothing  can  a  saving  be  effected  of  so  much 
value,  or  so  immediately  applicable  to  the  supply  of  future 
wants,  as  time. 

Who  shall  tell  what  a  community  is  about  to  want ;  or  in 
what  proportions  its  innumerable  forms  of  capital  should 
be  accumulated  to  be  of  greatest  future  advantage  ?    But 
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the  community  which  saves  its  time  saves  that  which  it  may 
always  turn  to  account  to  meet  its  most  pressing  wants. 
The  community  that  is  able  to  supply  its  wants  by  an 
average  exertion  of  nine  hours'  labour  a  day  from  its  working 
population,  has  an  advantage  for  meeting  any  extension  of 
its  wants  over  a  community  which  requires  to  get  ten  hours' 
labour  a  day  from  its  working  population,  such  as  no  material 
accumulation  could  give  it  In  the  case  of  the  individual, 
the  advantage,  though  not  equally  obvious,  is  equally  certain. 
The  hoarding  of  the  community,  as  has  been  shown,  is 
limited ;  the  hoarding  of  the  individual  is  practically  not 
limited.  Consequently  the  individual  who  both  limits  his 
expenditure  and  protracts  his  labour,  may  accumulate  far 
beyond  the  man  who  regulates  his  labour  by  his  wants. 
But  it  has  already  been  shown  that  such  accumulations  are 
inadequate  to  the  labour  bestowed  on  them.  The  man 
who  works  moderately  is  really  better  paid  on  the  average 
in  proportion  to  his  work  than  the  man  who  works  ex- 
cessively. And  how  much  greater  is  the  real  value  of  his 
work.  He  earns  what  he  knows  he  requires;  the  other 
what  he  imagines  he  shall  have  need  of.  And  although  the 
past  time  of  the  moderate  worker  may  appear  to  be  lost, 
because  he  lets  it  pass  without  turning  every  hour  to  account 
for  the  purpose  of  accumulation,  he  at  least  preserves  a  ^urer 
command  of  his  future  time.  The  one  is  a  desperate 
gambler  who  throws  every  thing  at  once  into  the  hazard, 
while  the  other  lays  out  his  only  permanent  treasure  with 
a  provident  carefulness.  Time  is,  accordingly,  the  one  thing 
in  which  saving  can  be  effected  without  loss. 


BOOK    v.— CHAPTER    II. 

EFFECTS  OF  A  TIME  POLICY  ON  THE  HOURS  OF  LABOUR, 
AND  ON  I'HE  GENERAL  CONSUMPTION  OF  THE  COMMUNITY. 

THE  immediate  effect  of  a  time  policy,  as  hitherto 
explained,  is  not  to  reduce  the  hours  of  labour 
absolutely,  but  to  reduce  them  in  certain  circumstances  in 
which  their  protraction  is  unfavourable  to  the  interests  of 
labourers.  It  has  been  shown  also  that  any  attempt  on  the 
part  of  particular  trades  to  make  use  of  this  policy  as  a 
means  of  reducing  their  hours  of  labour  by  a  tmir  de  force 
at  the  expense  of  other  trades  would  necessarily  prove  a 
failure.  It  does  not  follow,  however,  that  this  policy  would 
be  without  effect  on  the  general  duration  of  the  hours  of 
labour ;  and  the  direction  in  which  it  would  operate  is 
sufficiently  manifest. 

The  general  tendency  of  the  pressure  exercised  by 
labourers  would  be  in  favour  of  the  contraction,  as  the 
general  tendency  of  the  pressure  exercised  by  employers, 
is  in  favour  of  the  extension  of  the  hours  of  labour.  This 
circumstance  alone  is  of  great  importance.  The  constant 
pressure  of  the  capitalist  or  proprietary  interests  is  at  present 
without  any  counterpoise  except  the  irregular  action  of 
trades  unions  and  the  arbitrary  restrictions  imposed  by 
law,  which  are  always  liable  to  modification,  and  which  an 
agitation  in  favour  of  greater  liberty  to  trade  might  at  any 
time  sweep  away.  The  pressure  of  labourers  in  favour  of 
diminished  labour,  woi^ld  at  once  supply  a  permanent, 
economically  adjusted  and  adequate  counterpoise  to  the 
contrary  pressure.  The  increased  proportional  productive- 
ness of  industry  due  to  a  more  economical  distribution  and 


590  THE  ECONOMY  OF  CONSUMPTION.  [BOOK  V. 

consumption,  and  the  increased  attention  to  economy  of 
expenditure  which  might  be  expected  among  labourers 
themselves,  would  afford  scope  for  diminution  of  labour  ; 
and  it  is  clear  that  whatever  real  economy  or  retrenchnjent 
of  labour'  was  effected  in  any  trade  could  be  maintained 
by  it,  until,  through  the  equalizing  processes  of  competition, 
it  was  diffused  among  all.  There  would  thus  be  scope  for 
a  Intimate  rivalry  and  competition  among  the  different 
trades  in  economizing  the  duration  of  their  labour,  and  the 
gain  of  each  would  ultimately  become  the  gain  of  all. 

Two  circumstances  would  give  this  competition  great 
importance  even  in  an  industrial  point  of  view. 

It  is  certain  that  protracted  hours  of  labour  are  not  pro- 
ductively remunerative  The  human  frame  will  not  bear 
indefinite  exertion.  Even  machinery  may  be  prematurely 
worn  out  by  too  constant  use ;  and  the  attention  to  repairs 
necessary  for  its  preservation  is  more  liable  to  be  neglected 
when  the  human  agents  entrusted  with  it  are  exhausted  with 
excessive  toil  before  the  opportunity  of  attending  to  them 
arrives.  Apart  from  the  mere  saving  of  physical  exhaustion, 
there  is  an  elasticity,  energy,  hopefulness  and  mental  power 
in  men  who  can  count  upon  a  speedy  end  to  their  exertions, 
and  a  period  of  leisure  and  enjoyment  after  them,  which  it 
would  be  vain  to  expect  in  the  mere  slaves  of  mechanical 
routine^  There  is  thus  large  scope  for  experiment  as  to 
what  is  the  actual  maximum  of  productive  labour.  Labourers 
whose  exertions  were  normally  moderate  would  upon  emer- 
gencies be  capable  for  limited  periods  of  much  more  pro- 
tracted labour  without  diminution  of  energy  than  those  who 
were  constantly  exhausted  with  over-toil.  Thus,  as  there 
would  be  a  maximum  which  it  would  not  be  desirable  in  any 
case  to  overstep,  so  there  would  be  another  ^hich  could  only 
be  exceeded  to  advantage  for  very  brief  periods,  and  a  third 
which  ought  always  to  be  maintained  as  a  normal  limit, 
beyond  which  it  would  never  be  profitable  permanently  to 
go.      These  things  the   exigencies  of   competition    among 
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producers,  which  looks  mainly  to  immediate  results,  do  not 
permit  to  be  studied  ;  but  all  these  things  would  fall  naturally 
within  the  scope  of  a  policy  representing  the  interests  of 
labourers,  whose  chief  concern  is  the  permanent  productive- 
ness of  labour.* 

The  productiveness  of  industry  is  promoted  in  another  way 
besides  those  already  mentioned  by  a  diminished  demand  on 
the  time  of  labourers.  It  is  not  only  that  each  labourer 
would  work  with  more  energy  and  buoyancy,  but  that  there 
would  be  a  greater  number  of  labourers  to  work.  This  is  an 
elective  answer  to  the  argument  that  physical  strength  is  an 
advantage  which  the  individual  labourer  ought  to  be  allowed 
to  use  for  his  own  profit  Physical  strength  is  an  advantage 
in  many  ways ;  but  if  the  stronger  labourers  choose  to  use 
it  as  an  advantage  over  the  weaker,  not  merely  by  doing 
greater  work  within  a  prescribed  limit  of  time,  but  by  pro- 
tracting the  limit  beyond  the  strength  of  the  weaker 
labourers,  and  making  the  pressure  of  competition  grinding, 
the  result  is  inevitable.  Every  labourer  who  is  disabled  by 
the  hardness  of  the  pace  ceases  to  contribute  to  production. 
But  competition,  though  it  sanctions  the  disabling  of  rivals, 
is  less  effective  in  its  means  of  disposing  of  them  than  war  ; 
and  does  not  permit  them  to  be  slain.  The  non-effective 
labourers,  accordingly,  have  simply  to  be  supported  by  the 
effective,  and  the  avarice  which  prompts  a  man  to  devote 
his  every  hour  to  labour  entails  upon  him  the  labour  of 
maintaining  those  who  break  down  in  the  effort  to  follow 
his  example. 

But  although  the  economies  effected  on  the  time  and  ex* 
penditure  of  the  labouring  classes  might  themselves  be 
an  adequate  reward  for  the  adoption  of  a  time  policy,  it 
would  give  a  very  inadequate  conception  of  its  scope  to  limit 
it  to  these.    By  giving  labourers  a  control  over  the  duration 

*  The  productiveness  of  labour,  as  such,  is  no  concern  of  employers,  but  only  its 
productiveness  relatively  to  wages.  Their  apparent  interest  is  served  by  a  policy 
whidi  breaks  the  spirit  of  labourers  and  reduces  them  to  serfs. 
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of  labour  and  the  extent  of  production,  it  would  give  them 
an  effective  control  over  the  expenditure  of  other  classes. 
The  saving  which  would  be  effected  in  the  processes  of  pro- 
duction and  distribution  by  restraining  the  tendency  of  com- 
petition to  over-production  has  already  been  pointed  out. 
It  has  also  been  shown  that  a  time  policy  would  tend  to 
give  the  labourers  a  larger  proportional  share  of  the  proceeds 
of  their  labour  ;  and  this,  by  lessening  the  exertion  necessary 
to  earn  a  maintenance,  would  re-act  upon  the  expenditure 
of  other  classes.  All  this  might  happen  without  any 
actual  diminution  of  profitable  expenditure  in  the  com- 
munity ;  the  economies  in  the  processes  of  production,  and 
the  checking  of  the  waste  of  distribution,  affording  the  neces- 
sary margin  for  increased  remuneration  of  labour  without 
diminution  of  profits.  In  any  case,  however,  the  tendency 
would  remain  the  same ;  the  general  expenditure,  even  if 
equally  large,  would  be  subject  to  a  new  control ;  and  this 
control  would  inevitably  affect  its  distribution.  It  becomes 
important,  then,  to  inquire  in  what  direction  any  necessary 
retrenchment  of  expenditure  would  take  place. 

In  the  complications  of  an  intricate  organization  of  society 
all  kinds  of  interests  get  mixed  up,  so  that  it  is  impossible  to 
tell  from  a  surface  observation  what  are  the  real  sources  of 
life  and  growth  to  each.  The  merchant  becomes  a  landed 
proprietor ;  the  lord  a  merchant ;  the  man  of  family  is  a  dema- 
gogue, the  uneducated  parvenu  a  patron  of  literature  or  science ; 
the  tenant  is  the  improver  of  land  and  the  reclaimer  of  wastes, 
while  the  landlord,  an  absentee,  discourages  improvement  by 
exacting  all  the  immediate  revenue  he  can.  But  to  an  obser- 
vation directed  to  the  normal  constitution  of  society,  every- 
thing has  its  source,  its  proper  means  of  nourishment,  and  its 
natural  order  of  growth. 

While  a  superficial  observation  cannot  detect  the  true 
nature  of  social  growth,  an  interested  instinct  will  often  do  so 
with  unerring  sagacity.  Now  there  is  nothing  which  so  rouses 
the  wrath  of  the  labouring  classes  as  the  idle  expenditure  of 
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their  superiors.  No  working  man,  whose  head  has  not  been 
turned  by  theorists,  grudges  a  superior  maintenance  to .  his 
employers.  No  honest  and  sensible  working  man,  and  the 
majority  of  working  men  are  honest  and  sensible,  grudges 
any  expenditure  for  the  promotion  of  education,  science,  or 
any  social  good  end ;  but  what  the  most  forbearing  of  the 
labouring  classes  see  with  ill-concealed  impatience  is  the 
mere  show  and  sensuous  profusion  which  seem  to  abound  in 
inverse  proportion  to  the  intrinsic  worth  and  social  utility  of 
those  who  fancy  that  their  enjoyment  consists  in  such 
indulgences.  And  this  instinct  is  right;  for  the  growth  of 
this  kind  of  expenditure  is  the  sign  of  the  subjection  of  the 
labouring  classes  to  an  oppressive  weight ;  of  their  having  to 
contend  with  a  distribution  of  the  proceeds  of  industry  so 
adverse  as  to  deprive  them  of  the  just  reward  of  their  labour, 
and  to  compel  them  to  earn  their  maintenance  at  the  expense 
of  supporting  in  other  classes  not  merely  a  maintenance  pro- 
portioned to  the  services  they  render  to  society,  but  an  un- 
profitable profusion  to  which  there  is  no  definite  bound. 
Whenever  this  kind  of  expenditure  becomes  excessive,  in  a 
community  whose  labourers  are  not  broken  into  the  spirit  of 
slavery,  political  revolution,  failing  social  or  industrial  refor- 
mation, is  at  hand. 

If,  then,  either  through  an  actual  diminution  of  production, 
or  a  change  in  the  distribution  of  the  proceeds  of  industry,  a 
pressure  should  be  exerted  on  the  expenditure  of  the  classes 
above  the  condition  of  the  common  labourer,  where  is  it  to 
fall  ?  It  is  with  the  ultimate,  not  the  immediate  incidence 
of  this  pressure  we  are  concerned.  It  must  either  fall  on  the 
necessary  expenditure  of  those  engaged  directly  in  the  control 
of  industry,  including  the  holders  both  of  natural  and  artificial 
capital ;  or  it  must  fall  on  those  engaged  in  useful  non- 
industrial  services  to  society,  involving  a  diminution  of  their 
services ;  or  it  must  fall  on  the  idle  and  unprofitable  con- 
sumers of  luxuries  and  maintainers  of  ostentation ;   that  is 

to  say  it  must  fall  either  on  the  capital  of  industry;   on 

2p 


594  THE  ECONOMY  OF  CONSUMPTION.  [BOOK  V. 

the  useful  expenditure  of  society ;  or  on  the  expenditure  of 
vanity. 

Capital,  as  has  been  already  shown  is  safe.  It  has  a 
double  security  in  its  own  invulnerability,  and  in  the  nature 
of  a  time  policy,  which  cannot  touch  its  material  interests. 
The  adequate  maintenance  of  those  engaged  in  the  direc* 
tion  of  industry,  which  is  a  necessary  part  of  capital,  is, 
therefore,  safe  also.  Rent,  which  is  the  primary  form  of  capital, 
and  all  the  interests  protected  by  rent,  are  safe  also.  These 
can  only  suffer  such  proportionate  diminution  of  revenue  as  a 
possible  actual  contraction  of  the  limits  of  industry  may  render 
necessary.  There  remains  then  only  the  expenditure  on  useful 
non-industrial  services,  and  the  expenditure  of  profusion 
to  be  adversely  affected.  In  favour  of  the  former  it  is  to 
be  observed  that  anything  which  tends  to  raise  the  value 
of  labour,  as  a  time  policy  is  in  this  case  supposed  to  do, 
must  tend  to  raise  their  value  also  ;  so  that  it  can  only  be 
from  a  marked  decline  in  the  demand  for  them  that  they 
can  suffer.  This  narrows  the  question  to  one  point  How 
will  the  demand  for  valuable  non-industrial  services,  and 
the  demand  for  ostentation  and  idle  luxury,  be  affected 
respectively,  by  the  results  of  a  policy  which  raises  the 
industrial  standing  of  the  working  classes,  and  increases 
the  relative  remuneration  of  their  labour?  In  order  to 
answer  this  question  let  us  consider  the  origin  of  each  of 
these  kinds  of  expenditure. 

Non-industrial  services  originate  with  rent.  It  is  this 
primitive  form  of  accumulation  that  gives  to  a  class  of 
society  the  two  essentials  of  any  pursuit  beyond  personal 
toil  for  a  daily  maintenance;  leisure  and  means  to  gratify 
their  inclinations.  With  the  rise  of  a  proprietary  class, 
accordingly,  begins  the  organization  of  industry,  the  econ- 
omy of  labour,  the  organization  of  the  various  phases  of 
civilized  society,  and  the  cultivation  of  all  the  higher  aims 
of  life.  Wherever  there  is  a  proprietary  elass,  it  is  inter- 
ested in  the  maintenance  of  this  varied  organization.     The 
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proprietor  is  the  natural  patron  of  art,  literature,  and  science. 
He  founds  schools  to  provide  for  the  education  of  his  chil- 
dren. If  his  own  leisure  has  given  him  any  taste  or  know- 
ledge,  he  cultivates  the  society  of  those  who  are  profession- 
ally devoted  to  art  and  science ;  and  whp  in  an  earlier  stage 
of  society  become  a  sort  of  superior  dependants  upon  his 
bounty.  In  proportion  to  the  liberality  of  his  views,  he 
extends  to  his  common  dependants,  and  to  society  at  large, 
such  benefits  of  education  and  enlightenment  as  he  may 
think  serviceable  to  their  condition ;  and  in  this  way  society 
is  slowly  advanced  in  knowledge  and  civilization. 

As  the  organization  of  society  advances,  and  capital  ac- 
cumulates beyond  the  range  of  proprietorship,  similar  oppor- 
tunities and  similar  tastes  become  more  widely  diffused. 
The  proprietor  is  no  longer  the  only  patron  of  learning. 
Science  begins  to  erect  for  itself  an  independent  station 
in  society,  and  to  demonstrate  its  power  to  serve  the  com- 
mon interests.  The  state  begins  to  care  for  education  and 
religion ;  and  the  common  people  come  in  for  a  gradually 
increasing  share  of  their  advantages.  The  point  to  be 
determined  in  this  aspect  of  the  question  is  if  the  growth  of 
science  and  education  will  be  checked  when  the  labouring 
classes  come  to  enjoy  a  similar  increase  of  means  and  leisure. 
Let  us  look  at  the  other  side  of  it. 

Luxury  and  profusion  also  originate  with  property,  but  in 
a  different  way.  When  a  proprietor  actively  performs  the 
duties  of  his  station,  and  renders  to  his  subordinates  of  every 
degree  adequate  returns  for  their  services,  he  has  little  time 
or  taste  for  ostentation,  or  inclination  to  encourage  profusion 
in  those  about  him.  It  is  when  the  proprietor,  availing  him- 
self of  a  growth  of  population  more  rapid  than  the  organiz- 
ation of  society  will  duly  support,  becomes  not  only  the 
employer,  but  the  lord,  superior  and  oppressor  of  his  depen- 
dants, that  luxury  and  profusion  take  their  rise.  I  do  not 
profess  to  represent  the  actual  order  of  events  in  any  par- 
ticular society,   but  the  natural  relation  and  dependence  of 
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the  principles  we  are  discussing.  As  in  the  case  of  intel- 
lectual culture,  so  in  that  of  sensual  indulgence,  the  oppor- 
tunities for  its  exercise  spread  with  the  growth  and  organiz- 
ation of  society.  In  a  great  mercantile  community,  it  is 
no  longer  the  proprietary,  but  the  trading  classes,  who  have 
the  lai^est  power  to  command  it  Throughout  its  growth, 
however,  it  retains  its  original  character;  it  is  always  the 
result  of  an  excrescence  of  social  and  industrial  organization, 
and  of  an  abuse  of  individual  power. 

Let  us  dwell  for  a  little  on  the  features  which  this  exp>en- 
diture  of  vanity  bears  in  a  community  such  as  ours.  To 
begin  with  the  case  of  proprietors.  Proprietorship,  as  already 
said,  has  its  duties,  and  in  a  free  organization  of  industry  it  is 
in  a  peculiar  way  bound  to  their  performance.  There  is  little 
of  a  speculative  character  in  the  proprietorship  of  land ;  so 
that  only  a  strict  attention  to  the  duties  of  proprietorship  can 
make  it  profitable.  Where  there  is  profusion  and  n^lect  of 
duty,  there  will  soon  be  diminution  of  value,  or  loss  of  posses- 
sion. If  there  is,  then,  any  special  scope  or  opportunity  for 
undue  profusion  in  our  proprietary  class,  it  is  due  not  to 
anything  in  the  nature  of  proprietorship,  but  to  the  want  of 
freedom  in  the  movement  or  transference  of  property.  With 
the  mercantile  class  it  is.  different.  It  has  been  shown  that 
this  class  possesses  at  present  extreme  tendencies  to  specu- 
lation and  accumulation.  The  natural  result  of  this 
excess  in  the  power  of  accumulation  is  a  tendency  to  pro- 
fusion in  expenditure;  and  this  tendency,  except  in  those 
cases  where  it  is  provoked  by  rivalry,  is  developed  in  the 
mercantile  class  in  exact  proportion  as  the  spirit  of  specula- 
tion prevails  in  it. 

Some  peculiar  features  of  its  development  deserve  a  passing 
notice.  Fortunes  are  made  in  commerce,  sometimes  slowly, 
sometimes  rapidly,  which  rival  or  exceed  the  wealth  of  the 
greatest  landed  proprietors.  To  the  makers  of  these  fortunes 
there  is  wanting  the  stamp  of  age  and  family  renown  or  rank, 
which  bear  so  high  a  value  in  our  society.    There  is  thus 
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generated  in  the  possessors  of  mere  wealth  an  uneasy  feeling 
of  unsatiated  ambition.  Spurred  by  the  craving  for  distinc- 
tion, the  newly  enriched  families  seek  to  outdo  the  older  in  the 
only  way  in  their  power,  by  a  profuse  display  of  expenditure  ; 
and  the  latter  are  provoked  to  a  rivalry  which  sometimes 
leads  to  their  ruin.  The  more  readily  the  fortune  is  acquired, 
the  more  surely  are  such  displays  indulged  in  its  expenditure. 
The  trader  as  well  as  the  proprietor,  has  his  responsibilities 
and  his  duties,  and  in  the  discharge  of  these  he  may  acquire 
habits  of  moderation,  which  may  endure  after  his  retirement 
from  active  life ;  but  the  mere  speculator  has  neither  duties 
to  perform,  nor  place  in  society  to  maintain.  He  is  a  con- 
queror ;  and  he  carries  the  habits  by  which  he  has  fought  his 
way  into  society  into  his  struggles  for  a  recognised  position 
m  It. 

Descending  in  the  scale  of  society,  we  find  the  same  ten- 
dency to  profusion  and  unmeaning  display  carried  down  by 
imitation  and  rivalry  through  every  successive  rank  till  we 
reach  the  lowest  limit  of  the  mercantile  and  professional 
classes ;  and  we  find  the  characteristic  last  adverted  to  dis- 
tinguishing it  from  the  highest  to  the  lowest  rank.  Those 
who  are  promptest  to  lead  in  every  extravagance  are  those 
who  are  indebted  to  the  most  reckless  speculation  for  their 
evanescent  means.  But  it  is  not  unfortunately  the  mere 
reekless  speculators  only  who  are  affected  by  the  spirit  of 
profusion.  Imitation  and  rivalry  draw  after  them  many 
willing,  and  many  more  reluctant  followers.  By  such 
motives  the  female  sex  is  especially  liable  to  be  led.  The 
most  modest  and  unassuming  woman  believes  that  in  matters 
of  social  observance  it  is  necessary  for  her  to  do  as  others  do. 
The  implicit  and  unquestioning  faith  with  which  a  woman 
will  follow  a  fashion,  she  knows  not  why,  until  it  is  superseded 
by  another,  she  knows  not  whence,  is  a  great  help  to  all  whose 
business  it  is  to  invent  and  propagate  new  modes  of  social 
expenditure.  But  the  imitative  disposition  of  the  more  pas* 
sive  woman  is  nothing  to  the  envious  rage  of  rivalry  of  the 
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more  active  and  ambitious.  When  a  woman  is  seized  with 
the  spirit  of  jealousy  and  emulation,  every  step  of  her  riyal 
must  be  surpassed  at  any  cost ;  one  sacrifice  follows  another, 
and  nothing  will  stop  her  but  absolute  ruin.  Thus  while  men 
are  often  the  inventors,  women  are  by  far  the  most  consistent 
and  persevering  promoters  of  the  expenditure  of  vanity. 
Whether  through  female  vanity  or  male  admiration,  too,  a 
very  large  proportion  of  social  expense  is  directly  bestowed 
on  their  own  adornment.  This  is  Intimate  in  as  far  as  it 
really  tends  to  promote  its  object ;  but  when  through  the  fit- 
fulness  of  fashion  this  expense  is  multiplied  without  any  real 
gain,  and  often  with  a  great  loss  of  artistic  effect,  it  is  only  to 
be  classed  with  the  expenditure  of  vanity.  If  it  is  a  calamity 
to  a  community  that  women  should  be  obliged  to  work  in 
competition  with  male  labourers  for  their  daily  bread,  it  must 
be  an  aggravation  of  this  calamity  to  find  women  in  the  same 
community  expending  on  their  persons  a  quantity  of  idle  and 
superfluous  adornment  such  as  only  a  distribution  of  the 
proceeds  of  industry  very  onerous  .and  unfavourable  to  the 
common  workers  could  support 

All  this  expenditure  of  vanity  is  absolutely  distinguished 
by  its  total  want  of  utility  from  anything  that  enhances 
social  enjoyment,  or  adds  grace,  or  dignity,  or  refinement  to 
life.  It  is  not  luxury  as  such,  but  the  false  luxury  which 
springs  from  pride,  ostentation  and  ambition,  that  is  properly 
so  designated  Its  only  fruits  are  envy,  jealousy,  rancour, 
malice,  and  their  attendant  miseries.  It  is  the  blight  of  all 
social  enjoyment,  and  it  has  the  further  demoralizing  effect 
of  causing  human  beings,  in  what  are  called  the  highest 
circles,  to  be  estimated  by  what  they  put  on  their  backs  or 
on  their  tables,  a  standard  which  would  be  unworthy  of  the 
lowest  grade  of  uneducated  intelligence. 

Now  if  a  real  strain  is  put  upon  the  resources  of  society 
for  the  maintenance  of  a  non-industrial  expenditure,  can  it 
be  doubted,  even  if  no  particular  direction  should  be  given 
to  the  pressure,  whether  this  sort  of  expenditure,  or  that  upon 
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real  services  to  the  community  would  give  way  i  That  the 
former  expenditure  is  the  more  compressible  is  proved  by 
its  rise  and  fall  with  every  ebb  and  flow  of  the  mercantile 
tide.  But  the  two,  as  already  shown,  have  quite  distinct 
sources.  The  demand  for  art,  education  and  science  does 
not  spring  from  any  abuse,  but  from  the  opportunities  of 
leisure,  and  the  means  which  nature  provides  in  rent  and  the  ac- 
cumulation of  capital ;  and  as  long  as  rent  and  capital  remain 
this  demand  cannot  die.  When  it  does,  industry  also  will 
decline  and  the  state  will  perish.  The  other  demand  springs 
not  from  natural  opportunities,  but  from  abuse  of  power,  and 
the  means  which  tend  to  restrain  the  abuse  will  take  away 
the  aliment  of  its  mushroom  growth.  And  it  is  precisely  to 
the  abuse  which  most  directly  fosters  this  false  expenditure, 
speculative  production,  that  the  restraints  of  a  time  policy 
are  directly  applied  ;  so  that  it  is  a  natural  result  of  this 
policy  that,  while  a  perfect  immunity  is  secured  for  legitimate 
profits,  the  growth  of  abnorm^l^  and  speculative  profits  in  pro- 
duction or  distribution,  succeeded  too  often  by  abnormal 
losses,  falling  on  different  individuals  or  classes,  will  be 
checked. 


BOOK    v.— C  H  A  P  T  E  R    III. 

EXTENT  OF  A  TIME  POLICY. 

A  QUESTION  of  great  importance,  but  not  of  much 
difficulty,  may  here  be  noticed.  How  far  will  the 
benefits  of  a  time  policy  extend  ?  It  is  obvious  that  many 
persons  who  are  substantially  in  the  condition  of  labourers, 
domestic  servants,  for  example,  and  clerks,  cannot  directly 
avail  themselves  of  this  resource.  It  may  be  thought,  also, 
that  it  may  be  inapplicable  to  many  classes  of  labourers, 
strictly  so  called.  The  latter  point  need  not  be  discussed, 
as  it  can  only  be  settled  by  experience.  My  own  opinion 
is  that  it  will  be  found  more  widely  applicable  than  at 
first  may  be  supposed ;  but  I  do  not  consider  it  necessary 
to  discuss  the  possible  exceptions,  as  it  involves  merely  a 
question  of  detail.  The  general  rule  is  that  a  time  policy 
will  be  applicable  in  all  cases  where  labourers  are  employed 
in  the  mass,  and  hired  for  short  periods.  This  embraces  all 
the  great  productive  industries  and  many  of  the  distributive. 
Now  the  point  of  importance,  as  already  stated,  is  that  these 
industries  form  the  centre  towards  which  the  whole  system 
gravitates.  The  possible  measure  of  remuneration  for  every 
individual  who  depends  upon  industry  is  the  productiveness 
of  the  labour  of  the  individual  producing  labourer,  and  the 
measure  also  of  the  relative  claims  of  labour  and  capital  is 
the  remuneration  which  he  receives  for  his  labour.  This  is  a 
position  already  established  in  economy,  and  which  needs  no 
illustration.  The  supply  of  all  labour  is  proportioned  to  the 
demand,  and  only  that  demand  will  be  met  which  is  remuner- 
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ated  in  adequate  proportion,  relatively  to  other  latx>ur,  to  the 
cost  of  the  services  rendered.  As  productive  labour  is  tx>th 
the  first  in  order  of  demand,  and  the  most  easily  met  in 
respect  to  the  acquirement  of  the  necessary  qualifications,  it 
necessarily  forms  the  measure  of  all  other  kinds  of  labour. 
The  tendency  of  a  time  policy  to  improve  the  remuneration 
of  labour  has,  it  may  be  presumed,  been  sufficiently  estab- 
lished ;  but  its  great  advantage  as  already  indicated  is  to 
diminish  the  amount  or  duration  of  the  labourer's  toil.  Time, 
as  has  been  shown,  is  the  only  incorruptible  commodity,  the 
only  possession  not  subject  to  depreciation,  in  which  savings 
effected  by  the  economy  of  labour  can  ultimately  be  stored. 
All  real  saving  must  tend  to  the  saving  of  time.  Any  other 
end  is  vain  and  delusive.  It  remains  then  to  look  at  the 
value  of  this  ultimate  possession  to  the  labourer. 


BOOK    v.— C  H  A  P  T  E  R   IV. 

ON  THE  BENEFITS  OF  THE  INCREASE  OF  LEISURE  SECURED 
BY  A  TIME  POLICY  TO  THE  LABOURING  CLASSES. 

WE  are  here  met  by  an  adventitious  difficulty.  There  is 
a  popular  opinion  that  time  is  of  no  value  to  the 
labouring  classes ;  that  if  they  have  any  spare  supply  of  it 
they  are  certain  to  turn  it  to  bad  account,  and  that  their  great 
safety  is  to  be  constantly  at  work.  The  doctrine  has  the 
advantage  of  being  convenient  for  those  who  propound  it ; 
but  beyond  this  it  has  no  advantage  whatever.  It  is  ab- 
solutely false.  In  respect  to  the  use  of  time,  the  work- 
ing classes  are  precisely  like  all  other  classes ;  and  as  there 
are  few  men  in  any  class  who  can  boast  of  turning  their 
time  to  the  best  advantage,  yet  notwithstanding  there  are 
fewer  who  will  admit  that  spare  time  is  of  no  value  to 
them,  so  however  the  use  which  the  working  classes  may 
make  of  their  spare  time  may  fall  short  of  the  highest 
conceivable  standard,  it  would  be  in  the  highest  degree 
unreasonable  to  maintain  that  it  is  of  no  advantage  to 
them  to  save  time  from  superfluous  labour,  but  on  the  con- 
trary better  for  themselves,  independently  of  the  results  of 
their  labour,  that  they  should  be  constantly  occupied  with  the 
task  of  providing  for  their  material  wants.  To  maintain  this 
position  is  to  say  that  the  labouring  classes  do  not  exist  for 
themselves  at  all ;  that  they  are  mere  beasts  of  burden,  and 
that  as  far  as  they  are  intelligent  beings,  their  existence  is  an 
unmitigated  calamity. 

The  view  of  the  condition  of  the  labouring  classes  now 
indicated  is,  however,  far  more  common  than  one  would  be^ 
led   from  public  discussions  on  their  affairs  to  believe.     The 
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working  classes  are  sufficiently  active  and  aggressive  to  im- 
pose a  diplomatic  caution  upon  the  language  of  the  most 
pronounced  opponents  of  their  proceedings ;  much  more  to 
make  neutral  observers  guarded  in  their  censures.  There 
are  some  critics,  notwithstanding,  bold  enough  to  express  in 
public  the  opinion  that  the  gains  of  the  labouring  classes  in 
time  and  remuneration  have  only  afforded  them  increased 
opportunities  for  idleness  and  extravagence ;  and  many 
stronger  things  are  said  on  the  subject  than  are  commonly 
written. 

Now  there  is  much  at  first  sight  to  favour  this  view ;  but 
an  impartial  consideration  of  the  facts  will  show  that  those 
circumstances  by  which  it  appears  to  be  most  favoured  are 
in  reality  those  by  which  it  is  most  effectually  condemned. 

What,  in  reality,  makes  the  difference  between  the  working 
classes  and  any  other  class  of  the  community  ?  That  there 
are  differences,  and  these  of  an  important  kind,  no  competent 
observer  will  deny.  Three  things  may  be  noticed,  each  of 
vital  importance,  which  form  together  a  broad  line  of  demar- 
cation between  the  mass  of  the  working  classes  and  the 
mass  of  the  other  classes  of  society.  The  first  is  inferiority 
of  education.  The  second  consists  in  a  circumstance  which 
demands  some  explanation.  In  every  rank  of  life  from  the 
highest  nobility  down  to  the  lowest  grade  of  the  independ- 
ent mercantile,  trading,  and  professional  classes,  there  is  a 
social  life,  varying  in  degrees  of  refinement,  but  founded  on 
a  common  model,  and  possessing  essentially  similar  features. 
This  society  with  its  conventional  laws,  its  privileges,  its 
honours  and  distinctions,  is  to  all  the  classes  comprehended 
within  it  one  of  the  chief  means  of  discipline  and  education, 
and  one  of  the  chief  sources  of  enjoyment.  Society,  in  this 
sense,  stops  short  at  the  borders  of  the  great  labouring  class. 
There  may  be  societies  within  these  borders ;  but  there  is  not 
society.  There  may  be  social  groups  of  various  degrees  of 
refinement ;  but  there  is  no  longer  a  single,  universal  society 
with  its  code  of  social  laws  and  observances,  its  maxims  and 
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traditions.  The  old  society  does  not  penetrate  within  these 
bounds,  and  no  new  one  has  been  created  to  replace  iL  The 
third  distinction,  which  will  afterwards  be  more  fully  dis- 
cussed, consists  in  the  behaviour  of  the  various  classes  with 
respect  to  the  g^at  question  of  population. 

Now  while  difference  of  material  wealth  may  have  had 
some  effect  in  creating  these  distinctions,  it  is  another  in- 
fluence that  has  most  powerfully  contributed  to  render  them 
permanent  In  the  progress  of  industrial  skill,  due  to  the 
sedulous  applications  of  science,  all  real  impediments  to  the 
progress  of  any  class  from  want  of  material  means  have  been 
removed.  But  one  impediment  remains,  which  though  it 
ought  to  be  removed  by  the  same  means,  has  not  yet  been 
removed.  This  impediment,  the  most  formidable  of  all,  is 
want  of  leisure. 

With  leisure,  there  is  nothing  at  the  present  day  to  hinder 
any  man  whose  education  is  deficient  from  educating  himself. 
Neither  art,  nor  science,  nor  literature  can  close  its  portals 
against  any  one  who  chooses  to  approach  them.  There  is 
hardly  any  science,  or  any  department  of  art  or  literature,  in 
which  a  student  even  of  small  means,  cannot  acquire  sound 
information  and  procure  adequate  appliances  for  pursuing  his 
studies.  Or,  if  want  of  means  or  disadvantages  of  situation 
cut  him  off  from  some  of  these  pursuits,  there  remain  amply 
within  his  reach  a  sufficient  number  to  secure  him,  what  is  of 
by  far  the  greatest  importance,  the  means  of  self-discipline 
and  mental  training. 

The  creation  of  society  and  of  refined  social  amusement 
requires  more  preparation  than  solitary  study ;  and  it  would 
be  easy  to  mention  several  things  of  a  preparatory  kind  which 
could  not  readily  be  supplied  at  once.  But  the  one  essential 
to  the  creation  of  society  is  minds  fitted  to  enjoy  it.  Let 
these  be  given,  and  every  other  difficulty  will  disappear. 
Now  these  cannot  be  produced  without  education ;  and 
education  cannot  be  diffused  without  leisure. 

For  both  education  and  social  enjoyment,  moreover,  what 
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is  beyond  the  reach  of  individual  effort,  is  within  the  reach  of 
combination ;  and  this  is  one  of  the  ways  in  which  combina- 
tion may  be  used  to  best  advantage.  Given  leisure  to  enjoy 
them,  it  is  hard  to  say  what  real  advantages  wealth  puts 
within  the  reach  of  the  few,  which  a  well  devised  combination 
of  means  may  not  in  some  measure  put  within  the  reach  of 
the  many. 

It  appears,  accordingly,  that  nothing  but  leisure  is  wanted 
to  enable  the  working  classes  to  attain  a  standard  of  educa- 
tion and  refinement,  I  do  not  say  equal  to  that  of  any  other 
class,  but  superior  to  that  at  present  enjoyed  by  many  who 
are  above  them  in  social  rank.  In  respect  to  society,  the 
working  classes  have  before  them  a  great  opportunity. 
Wealth  and  luxury  do  not  constitute  the  enjoyments  of 
society;  but  education,  intelligence  and  refinement.  Art, 
which  is  the  truest  ornament,  is  not  exclusively  bound  to 
wealth ;  and  ostentation  and  sensuous  profusion  are  the  bane 
of  society.  By  substituting  for  the  rivalries  and  the  devotion 
to  appearances  of  their  superiors,  a  genuine  respect  for  de- 
cencies and  proprieties,  they  may  have  the  enjoyment  of 
society  in  a  much  purer  form. 

If  we  turn  from  this  theoretical  view  to  the  actual  state  of 
the  case,  what  are  we  to  say  to  the  accusations  against  the 
working  classes  for  abusing  their  leisure?  There  is  this  to 
say,  that  in  as  far  as  there  is  any  truth  in  them,  and  as  they 
have  any  special  application  to  the  working  classes,  they  are 
due  to  the  want  of  leisure.  •  Leisure,  in  as  far  as  it  is  yet 
possessed  by  the  working  classes,  is  too  recent  a  possession 
to  have  borne  its  proper  fruits.  These,  in  other  clsisses,  have 
been  the  slow  growth  of  ages  ;  and  it  is  too  much  to  expect 
that  they  will  spring  up  at  once  in  the  class  which  still  has 
least  of  the  necessary  condition.  If,  moreover,  the  working 
classes  are  slower  in  accepting  the  means  of  iniprovement 
than  others,  what  has  so  degraded  them  ?  We  all  belong  to 
the  same  species,  and  the  difference,  if  there  is  one,  is  merely 
one  of  circumstances  ;  and  as  has  already  been  shown  the  main 
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difTerential  circumstance  is  the  protracted  want  of  leisure  on 
their  part,  which  has  deprived  them  of  educational  and  other 
advantages.*  It  seems  a  strange  remedy  for  such  a^defect  to 
perpetuate  the  disadvantages'in  which  it  has  originated. 

And,  indeed,  there  would  be  little  cause  for  surprise  if 
the  inaptitude  of  the  working  classes  to  avail  themselves  of 
leisure  were  greater  than  it  is.  It  may  without  the  least 
reserve  be  said  that  excessive  and  monotonous  toil  is 
brutalizing ;  and  there  is  no  doubt  it  has  often  produced  its 
natural  results.  There  is  one  thing  in  human  nature  which 
the  efforts  of  philanthropists  have  never  succeeded  in  con- 
fining to  a  select  class^  the  thirst  for  enjoyment  of  life. 
When  the  time  for  enjoyment  is  brief,  and  when,  moreover, 
it  is  reached  with  a  frame  exhausted  with  physical  toil, 
what  is  more  natural  than  that  enjoyment  should  be  taken 
in  the  most  palpable  and  concentrated  forms  ?  Sensual 
enjoyment,  that  which  costs  least  exertion  and  yields  the 
largest  immediate  return,  is  the  inevitable  result  of  such 
conditions.  The  sensual  enjoyments  which  are  open  to 
the  working  classes  are  of  the  rudest  kind ;  and  the  habit 
of  sensual  enjoyment,  when  acquired  by  a  class  or  individual, 
is  slowly  shaken  off.  What  wonder,  then,  is  there,  if  the 
first  use  made  by  many  of  the  working  classes  of  enlarged 
means  and  leisure,  has  been  merely  to  increase  the  oppor- 
tunities for  sensual  enjoyment  ? 

It  would  also  be  desirable  to  know  what  those  who  accuse 
the  working  classes  of  abusing  leisure  consider  to  be  leisure ; 
and  what  is  their  notion  of  a  proper  use  of  it  It  is  to  be 
suspected  that  there  is  considerable  error  on  the  part  of 
some  of  the  censors  on  these  points.  It  ought  to  be  re- 
membered in  considering  this  question  that  there  is  a  natural 
gradation  in  the  uses  of  leisure ;  and  that  the  higher  uses 
come    last   in  the  series.    The  first  use  to  which  a  hard- 

*  It  is  true  there  is  a  di£ference  in  their  experience  through  life ;  but  the  experi- 
ence of  the  working  classes  is  by  no  means  destitute  of  educational  value,  provided 
there  is  an  adequate  initial  education,  a  result  of  leisure^  to  enable  them  to 
appreciate  it 
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wrought  man  will  turn  his  leisure  will  be  physical  repose. 
The  next  uses  demanded  by  nature  are  physical  exercise, 
provided  the  toil  is  of  a  sedentary  or  monotonous  kind, 
and  recreation,  both  mental  and '  physical  in  any  case.  It  is 
only  where  these  demands  have  been  fairly,  and  in  some 
measure  adequately  met,  that  there  is  free  scope  for  higher 
uses,  such  as  mental  discipline  and  the  acquisition  of  know- 
ledge. Men  of  superior  energy  will  no  doubt  make  great 
sacrifices  for  such  ends,  but  these  sacrifices  are  often 
injudicious,  and  include  the  sacrifice  of  health  ;  and  we  have 
to  consider  the  case  not  only  of  men  of  superior  energy 
but  of  men  of  average  force  and  capacity.  If  we  take  the 
day's  labour  at  ten  hours,  allowing  two  intermediate  hours 
for  meals  and  an  average  of  half  an  hour  in  going  to  and 
coming  from  work,  there  are  12^  hours  of  the  labouring  day 
which  are  practically  beyond  the  control  of  the  labourer. 
What  remains  but  a  brief  period  for  sensual  enjoyment  before 
sinking  to  repose  ?  If  nine  hours  be  substituted  for  ten 
this  will  give  ii^  hours  of  mortgaged  time.  Is  there  not 
here  a  strong  reason  for  suspecting,  at  least,  that  the 
profitable  maximum  of  labour,  taking  man  not  as  a  machine 
but  as  an  intelligent  being,  capable  both  of  enjoyment  and 
improvement,  and  likewise  as  a  social  being,  has  been 
exceeded  ? 

A  policy  which  varies  the  hours  of  labour  according  to 
need,  by  rescuing  precious  leisure  from  the  reckless  grasp  of 
a  self-destructive  competition,  while  permitting  the  largest 
exertions  rendered  necessary  by  actual  impending  wants, 
must  surely  deserve  to  be  preferred  to  the  blind  and  indis- 
criminating  pursuit  of  material  wealth,  which  is  the  natural 
result  of  the  supremacy  of  competition,  for  which  the  sanction 
of  economy  is  usually  claimed. 

A  very  unfair  argument  from  analogy  is  often  urged 
against  the  doctrine  of  the  superior  advantages  of  the  most 
moderate  toil.  The  example  is  insidiously  set  forth,  not 
only  of  men  who  have  succeeded  in  a  mercantile  career 
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by  great  exertions,  which  has  been  already  discussed,  but 
of  men  of  great  intellectual  powers  and  of  high  moral 
purpose,  who  have  devoted  their  whole  energies  to  some 
great  object  and  have  succeeded,  when  with  more  moderate 
exertions  they  would  certainly  have  failed.  Now  such  com- 
parisons are  not  only  inapplicable,  but  scandalously  unfair. 
Certainly  there  are  objects  on  which  a  man's  whole  powers 
may  be  profitably  expended ;  for  which  if  he  sacrifices  his 
life  he  will  only  show  a  more  exalted  sense  of  duty.  But 
are  we  to  reckon  among  these  objects  the  better  supply  of 
our  physical  wants,  or  rather  the  hoarding  of  means  for 
doubtful  contingencies  at  the  expense  of  the  interests  of 
our  neighbours  ?  Surely  the  duty  of  every  man  is  to 
supply  his  physical  wants,  and  those  of  his  family,  if  he 
has  one,  with  as  little  labour  as  possible.  There  may  be 
emergencies  in  the  history  of  a  community  which  demand 
additional  exertions  from  its  labourers,  and  in  this  case  it 
will  be  a  real  duty  to  render  them  ;  but  when  the  emergency 
is  over,  it  is  an  equally  imperative  duty  for  every  labourer 
to  strive  to  reduce  the  period  of  labour  to  the  normal 
minimum. 

The  value  of  leisure  to  labourers  in  the  future,  then,  is 
not  to  be  measured  by  its  uses  in  the  past  As  their 
command  of  leisure  increases,  it  is  natural  to  suppose  that 
the  disposition  and  the  skill  to  use  it  to  advantage  will 
increase  also.  Whatever  want  of  aptitude  may  have  been 
shown  in  this  direction  in  the  first  novelty  of  a  new  acquisi- 
tion, will  disappear  with  the  wisdom  gained  by  experience. 
Of  the  moral  soundness  of  the  working  classes  in  this  country 
there  can  be  no  doubt.  It  is  attested  by  the  prosperity  of 
our  industry  itself.  Great  progress  has  also  been  made  by 
them  in  many  ways  within  the  last  generation,  and  one  very 
significant  indication  of  this  is,  that  as  a  consequence  of  the 
success  of  their  efforts  to  improve  their  own  condition,  they 
have  acquired  greater  respect  and  sympathy  for  the  rights 
of  other  classes.     The  revolutionary  elements  in  our  society 
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are  weaker,  and  the  conservative  stronger,  in  consequence 
of  the  prosperity  of  industry,  and  the  improvement  in  the 
condition  of  the  working  classes. 

But  *  were  the  circumstances  less  hopeful,  this  would  be 
no  ground  for  despair.  If  only  a  minority  of  our  working 
classes  could  be  relied  upon  for  an  active  improvement  of 
their  leisure,  the  example  of  the  minority  would  necessarily 
grow.  It  would  have  in  its  favour  the  removal  of  the 
debasing  influence  of  excessive  toil,  and  the  natural  ambition 
and  integrity  of  youth.  It  would  also  create  a  society  which 
would  have  its  claims  and  its  rewards.  The  growing  influ- 
ence of  the  improved  society  would  tend  more  and  more 
to  stamp  idleness  and  dissipation  with  disgrace ;  and  while 
a  more  severe  virtue  ought  not  to  be  looked  for  from  the 
working  classes  than  from  their  superiors  in  rank,  they  may 
be  expected  to  improve  to  the  extent  of  their  opportunities 
in  as  great  a  degree  as  others. 
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CHAPTER   I. 

THE  BEARING  OF  A  TIME  POLICY  ON  THE  GENERAL 
CONDITIONS  OF  THE  PROBLEM  OF  POPULATION. 

ONE  other  question,  but  one  of  supreme  importance^ 
remains  to  be  considered  ;  the  bearing  of  a  time  policy 
on  the  question  of  population.  This  is  the  final  test  of  every 
project  for  the  improvement  of  the  industrial  ranks  of 
society.  It  is  in  vain  that  schemes  are  devised  for  increasing 
the  productiveness  of  industry,  and  diminishing  the  toil  of 
procuring  a  subsistence  ;  it  is  in  vain,  either  that  inventions 
should  be  multiplied  for  economizing  industry,  or  that  the 
most  effective  combinations  should  be  devised  for  making 
the  distribution  of  its  proceeds  favourable  to  the  working 
classes,  if  all  the  advantages  thus  gained  are  to  be  im- 
mediately expended  on  unrestrained  increase  of  population. 
The  indefinite  capacity  of  population  to  expand  whenever 
there  is  any  expansion  of  means,  and  the  greatly  superior 
rapidity  of  the  possible  increase  of  population  over  any 
possible  increase  of  the  means  of  subsistence  are  among  the 
best  established  positions  in  economy.  This  is,  accordingly, 
the  greatest  stumbling  block  which  all  schemes  for  the 
improvement  of  the  masses  have  to  encounter.  When  popu- 
lation  increases  within   the  increase  of  the   means  of  sub- 
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sistence,  the  conditions  of  material  comfort  and  happiness 
for  all  are  within  the  bounds  of  possible  attainment,  whether 
they  are  attained  or  not ;  and  consequently  the  elucida- 
tion of  the  means  of  attaining  them  is  a  legitimate  problem 
of  economy.  When  population  increases  beyond  the  in- 
crease  of  the  means  of  subsistence,  happiness,  comfort, 
moral  or  material  well-being  for  all  are  unattainable,  and 
need  not  be  discussed.  To  pretend  that  they  may  be 
attained  is  only  to  aggravate  the  inevitable  misery ;  and 
those  who  are  reduced  to  misery  in  such  circumstances  are 
at  least  entitled  to  the  consolation  of  knowing  that  their 
misery  is  inevitable. 

Obvious  and  elementary  as  these  propositions  are,  they 
cannot  be  too  often  repeated;  because  there  are  no  pro- 
positions of  equal  importance  in  this,  or  perhaps  in  any  other 
science,  which  are  so  persistently  ignored  or  denied.  The 
reason  of  this  is  also  obvious,  that  these  propositions, 
however  true,  are  often  or  always  contrary  to  the  immediate 
or  apparent  interests  of  those  whose  duty  it  is  to  act  on 
them.  With  regard  to  the  first  proposition,  those  who  are 
comfortable  already,  do  not  like  to  be  reminded  that  it  is 
desirable  to  make  others  comfortable ;  because  there  is  always 
a  risk  that  their  own  comfort  may  be  disturbed  by  some 
revolutionary  process  of  general  improvement.  They  are  often, 
therefore,  too  easily  led  to  believe  that  any  changes  in  the  way 
of  diffusing  comfort  are  Utopian;  and  to  regard  them  as 
a  conspiracy  against  the  classes  who  already  enjoy,  and 
are  consequently  alone  entitled  to  it.  With  regard  to  the 
second,  there  is  a  yet  stronger  and  wider  prejudice.  The 
passions  on  which  the  growth  of  population  depends  are 
universal ;  and  to  touch  them  is  to  provoke  the  hostility  of 
the  human  race.  It  is  no  wonder,  then,  that  this  question 
should  have  caused  some  embarrassment  to  economists,  and 
that  the  attempt  to  deal  with  it  should  have  been  productive 
of  many  weak  and  some  extraordinary  remedies. 

When   we   find   even   economists    denying  the    existence 
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of  the  problem,  or  attempting,  while  admitting  it  in  words, 
to  explain  it  away,  we  need  not  be  surprised  if  ordinary  men, 
under  the  pressure  of  circumstances  adverse  to  an  impartial 
consideration  of  it,  should  ignore  it  or  reject  its  application 
to  their  own  case. 

The  possible  expedients  for  averting  the  evils  of  over- 
population divide  themselves  naturally  into  two  classes, 
moral  and  economical.  Each  class  has  its  advocates  and  its 
claims  for  consideration ;  but  a  careful  examination  of 
both  will  lead  to  the  conclusion  that  neither  taken  alone 
contains  within  itself  the  conditions  of  success. .  If,  then,  the 
difficulty  is  to  be  met  at  all,  it  must  be  by  a  combination 
of  moral  and  economical  forces ;  and  to  meet  a  difficulty  of 
this  rank  and  magnitude,  the  combination  must  not  be 
empirical  or  fortuitious :  it  must  be  naturally  evolved  from 
the  circumstances  which  create  the  difficulty  itself. 

Tried  by  this  test,  I  am  not  aware  of  any  adequate  pro- 
posal that  has  yet  been  made  for  dealing  with  this  formidable 
obstacle  to  the  welfare  of  society.  From  the  economists, 
as  was  natural,  has  come  chiefly,  or  almost  exclusively,  the 
exposition  of  the  evil ;  but  the  very  magnitude  of  the  evil 
exposed  by  them  has  commonly  deterred  them  from  pro- 
posing a  remedy.  The  moralists,  as  was  also  natural,  have 
been  more  confident  in  their  power  to  deal  with  this  evil; 
but  it  must  also  be  confessed  that  they  have  shown  them- 
selves much  less  alive  to  its  force  and  subtilty. 

Of  purely  economical  remedies  I  know  of  none  that  is 
worthy  of  a  moment's  consideration  as  a  final  solution  of  the 
problem.  Legal  restrictions,  subdivision  of  property,  equaliz- 
ation of  the  rights  of  the  different  sexes  are  all  mere  pallia- 
tives. In  John  Stuart  Mill's  Political  Economy  there  are 
some  observations  on  the  question  of  population  which  de- 
serve notice  for  the  boldness  with  which  the  diflficulty  is 
attacked.  But  Mill's  proposals  are  unscientific,  being  im- 
practicable as  well  as  morally  outrageous.  The  notion  which 
he  quotes  from   Sismondi  of  restricting  the  procreation  of 


CHAP.  Ij    EFFECTS  OF  A  TIME  POLICY  ON  POPULATION.       613 

children  to  the  replacing  of  deceased  members  of  the  family 
i3  absurd  as  a  measure  o.f  the  supply  needed  to  repair 
the  waste,  or  maintain  the  legitimate  growth  of  a  population  ; 
and  it  is  equally  absurd  to  expect  that  the  intercourse  of 
married  people  will  be  regulated  by  a  nice  regard  either  to 
domestic  or  public  economy.  This  is  a  thing  which  neither 
public  opinion,  nor  any  other  force,  will  ever  bring  about. 

A  writer  with  whom  Mr.  Mill  was  acquainted,  but  from 
whom  he  failed  to  learn  other  economical  truths,  might  have 
taught  him  a  better  method  of  dealing  with  this  problem. 
The  writer  I  refer  to,  Dr.  Chalmers,  is  one  of  the  most  emi- 
nent of  the  moral  reformers  who  have  dealt  with  the  question 
of  population. 

In  the  following  passage  Dr.  Chalmers  gives  the  germ  at 
least  of  the  solution  of  the  problem, '  And  therefore  it  is  that 
notwithstanding  all  which  may  be  alleged  of  the  still  unex- 
hausted capabilities  of  the  soil,  either  in  this  or  in  any  other 
country  of  the  world,  we  cannot  be  saved  from  the  present  and 
perpetual  miseries  of  a  redundant  population,  but  by  a  higher 
taste  for  the  comforts  and  decencies  of  life  among  the  popu- 
lation themselves..  This  by  its  controlling  effect  upon  the 
date  of  marriage,  and  so  on  the  largeness  and  number  of 
rising  families,  keeps  up  the  price  of  labour  by  keeping 
down  the  supply  of  it  in  the  labour  market.  This  we  hold 
to  be  the  great  specific  for  insuring  a  high  average  style  of 
comfort  and  enjoyment  among  our  peasantry — nor  do  we 
regard  it  as  a  less  wise  and  beautiful  connexion  in  the 
mechanism  of  society,  that  the  most  direct  way  to  establish 
it  is  through  the  medium  of  popular  intelligence  and  virtue — 
giving  thereby  a  practical  importance  to  efficient  Christian 
instruction,  unknown  to  the  most  of  economists,  and  which 
no  mere  economists  can  possibly  realize.' 

In  a  previous  passage  Dr.  Chalmers  says,  '  It  is  not,  how- 
ever, by  a  direct  promulgation  of  the  doctrines  of  Mr.  Malthus 
that  the  people  will  be  converted  to  the  side  of  their  own 
interest.    We  can  imagine  nothing  more  preposterous  than 
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the  diffusion  for  this  purpose  of  tracts  on  population  among 
the  families  of  the  land.  The  change  will  be  accomplished, 
surely,  though  indirectly,  and  by  insensible  progress  through 
the  means  of  general  instruction,  or  by  the  spread  of  common 
and  more  especially  of  sound  Christian  education  over  the 
country.  There  is  an  indissoluble  connexion  between  the 
moral  character  and  the  economic  comfort  of  a  peasantry ; 
and  the  doctrine  of  Malthus  is  the  vinculum  by  which  to 
explain  it  But  it  is  not  necessary  to  point  out  the  vinculum 
to  them.  To  make  good  the  effect  it  is  not  at  all  necessary 
that  they  should  understand  its  dependence  upon  the  cause. 
Let  them  only  be  a  well-taught  and  moralized  people ;  and 
in  that  proportion  will  they  mix  prudence  and  calculation 
and  foresight  with  every  step  in  the  history  of  their  lives. 
The  desirable  effect  will  follow  without  any  theory,  or  any 
anticipation  of  theirs.  Let  it,  on  the  average,  be  held  dis- 
reputable to  marry  without  a  fair  and  adequate  prospect  or 
provision ;  and  the  result  would  be  a  certain  average  of 
later  marriages,  or  a  country  less  burdened  with  an  excess 
of  population.  It  is  thus  that  half  a  century  ago,  in  the 
Lowlands  of  Scotland,  the  habit  of  a  large  preparation  often 
required,  for  its  accomplishment,  the  delay  of  years  after  the 
virtuous  attachment  was  formed — this  habit  was  nearly  uni- 
versal among  all  well-schooled  and  well-ordered  families. 
And  so,  though  poverty  was  not  unknown,  yet  pauperism 
was  unknown  ;  and  notwithstanding  the  general  barrenness 
of  our  soil,  did  the  moral  prevail  over  the  ph3^ical  causes, 
and  uphold  within  our  borders  an  erect  and  independent 
peasantry.  They  exemplified  the  doctrine  of  Malthus,  and 
realized  its  benefits,  long  before  that  doctrine  was  pro- 
pounded to  the  world.' 

These  passages  have  a  double  significance.  They  contain, 
as  I  have  said,  the  germ  of  the  true  solution  of  the  question ; 
bnt  they  surround  it  with  conditions  which  are  enough,  if 
they  are  accepted,  to  make  any  one  despair  of  finding  the 
solution,  where  alone  it  is  to  be  found ;  and  thus  make  the 
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suggestion  of  it  rather  worse  than  useless,  serving  rather  to 
turn  aside  inquiry  from,  than  direct  it  to  the  proper  quarter. 
Yet  we  have  here  nothing  more  than  the  moral  solution 
stated  in  the  most  unconditional  form,  and  urged  with  all 
the  earnestness  and  plausibility  of  conviction. 

In  every  state  of  society  there  must  be  an  average  period, 
or  age  of  marriage,  which  will  adequately  meet  the  require- 
ments of  the  community  in  respect  to  the  maintenance  or 
growth  of  its  population.  This  is  the  fundamental  proposi- 
tion on  which  the  solution  of  the  problem  of  population 
depends.  The  great  question,  accordingly,  for  every  com- 
munity is  how  this  average  may  be  reached  and  maintained. 
I  so  far  agree  with  Dr.  Chalmers,  that  I  believe  that  nature 
lends  great  assistance  to  the  effort  to  maintain  the  true  level, 
wherever  the  effort  is  adequately  made ;  but  I  decline  to 
accept,  and  I  protest  against,  the  assertion  of  the  adequacy  of 
the  means  suggested  by  Dr.  Chalmers. 

I  shall  say  nothing  against  general,  and  still  less  against 
Christian  education.  Christianity  supplies  powerful  motives 
for  the  performance  of  our  duties  in  all  the  relations  of  life ; 
but  it  does  not  supply  precise  information  upon  the  specific 
duties  we  are  called  upon  to  perform.  This  is  left  to  our  own 
intelligence,  and  if  we  are  endowed  with  adequate  intelligence 
we  have  no  cause  to  complain  that  it  is  so.  To  say,  then,  that 
we  are  not  to  instruct  society  specifically  as  to  its  duties  on  a 
particular  question,  is  to  say  that  society,  with  the  best  of 
motives,  is  to  go  astray  on  that  question.  Dr.  Chalmers  in 
becoming  a  pessimist  in  economy  in  order  to  exalt  Chris- 
tianity, charges  Christianity  with  the  teaching  of  economy,  a 
charge  which  Christianity  has  not  assumed.  It  would  be  as 
reasonable  to  charge  it  with  the  teaching  of  mathematics.* 

*  Dr.  Chalmers  has  on  this  occasion  taken  a  leaf  out  of  Ricardo's  book,  and 
refnted  himself.  In  his  reply  to  the  Edinburgh  Review,  entitled  '  The  Supreme 
Importance  of  a  Right  Moral  to  a  Bight  Economical  State  of  the  Community,*  he 
gives,  with  strong  expressions  of  approval,  a  narrative  borrowed  from  the  Scottish 
Guardian,  'We  should,*  he  says,  'have  but  injured  the  graphic  power  and 
fidelity  of  this  precious  document  by  attempting  to  abridge  it'  I  fear  I  cannot 
follow  Dr.  Chalmerses  example,  and  will  be  compelled  at  the  sacrifice  of  graphic 
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Not  only  the  labouring  classes,  I  believe,  but  all  classes  of 
the  community  require  to  be  enlightened,  and  to  be  kept 
enlightened  on  this  question. 

power,  but  I  hope  not  of  fidelity,  to  give  the  substance  of  the  narrative.  It  sets 
forth  that  'the  once  quiet,  sober,  moral,  and  intelligent  inhabitants  of  Paisley,'  are 
now  generally  a  turbulent,  immoral,  and  half-educated  population,  and  proceeds 
to  explain  the  causes  of  the  melancholy.change. 

About  the  year  1800^  it  is  stated,  the  manufacture  of  imitation  Indian  shawls 
was  introduced  into  Paisley.  Boys  from  the  early  age  of  five  or  six  to  ten  or 
eleven  years,  a  period  of  life  till  then  uniformly  spent  in  school  or  in  yoathful 
amusements,  were  employed  as  draw-boys ;  and  so  great  was  the  temptation  of 
the  high  wages  offered,  that  shortly  all  the  available  children  were  employed  in 
the  weaving  shopw  Paisley  was  at  this  time,  according  to  the  narrator,  in  a  high 
state  of  prosperity.  Nearly  one-half  of  Paisley  from  about  1770  to  1800  was 
built  by  weavers  from  savings  from  their  ordinary  wages.  The  moral  coodition 
of  Paisley  was  equally  satisfactory.  At  the  period  alluded  to  every  man,  woman 
and  child  above  eight  or  nine  years  of  age,  could  read  the  Bible.  Church  attend- 
ance was  universal ;  only  two  or  three  'privil^ed  blackguards*  were  ever  seen  to 
walk  the  streets  after  church  hours  ;  every  day  songs  of  praise  issuing  from  almost 
every  dwelling,  r^;aled  the  ears  of  the  passers  by. 

The  intelligence  of  the  Paisley  weavers  frightened  I^tt;  but  there  was  no 
cause  for  his  terror.  They  were  politicians  to  a  man  (and  knew,  I  suppose,  a  great 
deal  more  about  the  matter  than  he  did) ;  but  they  were  not,  as  at  the  time  this 
narrative  was  written,  half-informed  Radicals  and  infidels.  Early  marriages  were 
very  common ;  but  the  prosperity  of  the  town  justified  them  ;  a  lad  of  eighteen  or 
twenty  being  quite  as  able  to  support  a  family  as  his  father  at  forty.  But  the  simple 
accident  of  the  introduction  of  the  manufacture  of  imitation  Indian  shawls  turned 
all  this  joy  and  prosperity  to  grief  and  mourning.  Each  weaver  in  this  trade  could 
employ  two  or  three  draw-boys.  First  bojrs  of  ten  were  employed,  eleven  or 
twelve  being  the  age  at  which  boys  were  previously  set  to  the  loom ;  then  the  age 
declined  till  the  extreme  of  five  years  was  reached,  and  the  supply  of  boys  having 
been  exhausted,  girls  of  the  same  tender  years  were  employed.  Children  grew  up 
without  education ;  becoming  independent  at  an  age  when  they  had  neither  train- 
ing nor  experience,  they  learned  to  despise  their  parents.  'The  greed  of  gain, 
incited  by  high  profits,  induced  the  weavers  to  work  extra  hours,  and  prices,  as  a 
natural  consequence  rapidly  fell. 

'  In  1818-1819,  during  the  Radical  period,  there  were  found  full  three  thousand 
Paisley  bom  and  Paisley  bred,  who  could  not  read  ;  and  the  decline  of  intelligence 
has  been  followed  by  the  decline  of  that  temperance,  prudence^  and  economy, 
which  are  the  cardinal  virtues  of  the  working  classes.*  '  The  Paisley  weaver  of 
forty  years  ago  married  early,  because  he  foresaw  that  he  could,  in  decency, 
support  a  fiunily,  and  even  save  something  for  sickness,  or  age,  or  the  fluc- 
tuations of  his  trade.  The  Paisley  weaver  lad,  in  1832,  marries  equally 
early,  on  a  pittance  that  scarcely  supports  himself ;  because  he  has  neither  judg- 
ment to  reflect  on  the  misery  which  he  is  entailing  on  himself  and  others,  nor  moral 
principle  to  feel  the  solemn  obligations  of  the  state  on  which  he  is  entering.'  The 
moral  is  drawn  that  it  is  the  permanent  interest  of  parents  to  refuse  every  advan- 
tage in  their  temporal  well-being  which  tends  to  defraud  youth  of  the  first  of 
parental  blessings,  education  ;  and  that  Providence  has  bound  in  indissoluble 
alliance,  the  intelligence,  the  virtue,  and  the  temporal  well-being  of  society. 
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Fundamentally,  there  can  be  no  doubt,  the  question  of  popu- 
lation is  a  moral  one.  Although  no  one  can  foresee  all  the 
consequences  of  his  actions,  it  may  be  affirmed  generally  that 
every  violation  of  the  law  of  population  is,  to  begin  with,  an 
individual  act  of  imprudence.  All  that  is  necessary,  accord- 
ingly, to  arrive  at  a  moral  solution  of  the  question,  is  to  get 
every  individual  to  act  prudently.  It  is  here  the  difficulty  of 
the  moral  solution  arises ;  for  if  we  are  to  wait  till  every  indi- 
vidual is  converted  to  right  conduct,  we  may  at  once  gfive  up 
hope  of  surmounting  the  difficulty  at  all.  It  is  here  also, 
accordingly,  that  the  aid  of  economy  is  called  for,  not  to 
supersede  the  moral  treatment  of  the  question,  but  to  support 
it ;  and  it  will  be  seen  that  it  is  urgently  needed  to  remove 
obstacles  which  obstruct  the  operation  of  the  nioral  motives. 

The  question,  though  apparently  simple,  is  really  a  compli- 
cated one ;  and  in  order  to  master  its  principles,  we  must 
examine  it  in  different  aspects  and  relations.  It  will  suffice 
for  our  present  purpose  to  divide  society  into  three  distinct 
classes,  and  examine  the  bearing  of  the  question  upon  each  of 
them.  These  classes  are :  first,  the  upper  or  aristocratic  class, 
living  upon  land  or  realized  means,  without  the  necessity  of 
either  toiling  or  pinching  to  procure  the  means  of  living  in 
comfort  or  affluence ;  secondly,  the  trading  and  professional 
classes,  occupying  the  upper  strata  of  the  classes  who  have 

But  surely  there  is  another  moral.  If  intelligence  and  religion  are  to  prove  effectual 
bulwarks  against  the  encroachments,  in  all  its  insiduous  forms,  of  self-interest,  where 
are  we  to  find  a  more  favourable  field  for  their  exercise,  or  a  fairer  prospect  of  their 
succss,  than  is  presented  by  Paisley,  according  to  the  account  of  our  narrator,  at 
the  close  of  last  century  ?  Yet  the  contemptible  circumstance  of  the  introduction 
of  the  manufacture  of  imitation  Indian  shawls  roots  them  out,  and  supplies  their 
place  with  half-educated  radicalism  and .  infidelity.  The  narrator  has  a  curious 
comment  on  this  aspect  of  the  case.  He  pictures  the  distress  af  the  intelligent  (and 
pious)  Paisley  weaver  at  seeing  his  children  growing  up  without  education,  and 
represents  the  struggle  in  his  mind  between  this  dismal  prospect  and  that  of  losing 
2S.  6d.  or  3s.  a  week,  and  adds,  as  mi^  have  been  expected.  Mammon  in  the  end 
previdled.  This  expectation  is  undoubtedly  sound.  No  mere  bulwark  of  acquired 
advantages  of  whatever  kind  can  stand  in  an  isolated  community  against  a  tide  of 
competition.  If  these  advantages  are  not  based  on  an  intelligent  knowledge  of 
their  causes  ;  and  if  they  are  not  communicated  to  those  by  whom  they  are  assailed, 
competition  will  surely  reduce  them  to  the  common  level. 
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to  earn  their  subsistence,  and  commonly  known  as  the  middle 
class ;  and  thirdly,  the  entire  aggregate  of  the  working  classes' 
properly  so  called.  For  the  first  of  these  classes  the  question 
of  population,  in  the  stricter  sense,  may  be  said  hardly  to 
exist  It  is  true  that  this  class  is  strictly  limited  in  numbers ; 
and  that  the  maintenance  of  its  position  depends  entirely 
upon  the  limitation  of  its  numbers.  But  this  is  provided  for 
otherwise  than  by  the  restriction  of  population.  The  laws 
of  primogeniture  and  entail  secure  the  maintenance  of  the 
family,  and  a  numerous  offspring  forms  an  additional  guaran- 
tee of  permanence  by  increasing  the  security  of  succession. 
Whatever  motives  may  lead  to  the  restriction  of  the  numbers 
of  aristocratic  families,  accordingly,  the  maintenance  of  the 
position  of  the  family  is  not  one.  The  penalty  of  over 
increase  is  the  difficulty  of  providing  for  the  younger  branches. 
But  this  penalty,  except  in  extreme  cases,  is  not  a  severe  one. 
When  a  scion  of  the  aristocracy  cannot  maintain  his  position 
in  his  own  class,  he  sinks  into  the  middle  class.  Now  between 
the  upper  line  of  the  middle  and  the  lower  line  of  the  aristo- 
cratic class,  the  distinction  is  by  no  means  sharp  and  defined. 
The  two  classes  blend  into  one  another ;  so  that  it  becomes 
a  mere  matter  of  sentiment,  and  of  fastidious  sentiment,  to 
say  where  the  one  class  begins  and  the  other  ends.  The 
aristocracy,  accordingly,  is  tolerably  free  from  restraint  in 
regard  to  the  age  of  marriage.  If  it  does  not  propagate  more 
rapidly  than  other  classes,  this  is  due  to  inherent  virtues  or 
vices  which  are  not  essentially  concerned  with  the  mainten- 
ance of  its  social  position. 

The  middle  class  occupies  a  very  different  position.  Here 
there  is  a  real  struggle  for  maintenance,  and  the  burden  of 
maintaining  a  family  falls  without  stint,  and  with  no  modify- 
ing circumstances,  upon  the  progenitors.  Two  other  circum- 
stances distinguish  this  class  from  the  higher.  An  aristocratic 
family  may  be  content  to  maintain  its  position.  A  historic 
name  and  an  ample  domain,  together  with  the  opportunities 
of  public  life,  are  enough  for  ambition.     But  a  middle-class 
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family  (or  individual)  has  ordinarily  only  one  outlet  for  ambi- 
tion, that  of  raising  itself  by  adding  to  its  wealth ;  and  the 
middle  class  as  a  whole  is  tormented  with  ambition.  For  this 
class,  moreover,  there  is  a  real  fall.  To  sink  in,  without  sink- 
ing out  of  its  own  class,  involves  for  the  middle  class  family 
a  sacrifice  of  social  standing  and  ambitious  hopes  which 
is  severe  enough ;  but  it  has  already  been  noticed  that 
there  is  a  sharper  line  between  the  middle  and  the  lower, 
than  between  the  upper  and  the  middle  class,  and  to  sink 
below  its  own  class  is  to  the  bulk  of  the  middle  class  an 
object  of  dread.  Accordingly  in  this  class  the  law  of 
population  is  best  observed.  "  As  it  is  a  comparatively 
rare  thing  for  members  of  the  middle  class  to  sink  into 
the  lower,  if  we  take  the  general  result  without  examin- 
ing details,  we  might  say  that  th^  problem  of  population  is 
fairly  met  by  the  conduct  of  this  class ;  and  that  if  motives 
for  the  imitation  of  this  conduct  could  be  supplied  to  the 
lower  classes,  the  question  would  be  practically  solved  in  its 
whole  extent  In  order  to  see,  however,  how  far  this  imita- 
tion is  desirable,  the  conduct  of  the  middle  class  must  be  a 
little  more  closely  examined. 

To  complete  our  survey  it  may  be  noticed  that  the  circum- 
stances of  the  lower  class  differ  in  several  material  respects 
from  either  of  the  other  two.  The  surplus  of  the  gjrowth  of 
the  upper  class  sinks  into  the  middle  class ;  the  surplus  of 
the  middle  into  the  lower ;  but  there  is  nowhere  a  place  for 
the  surplus  of  the  lower  class  to  sink,  except,  after  it  may  be 
a  temporary  refuge  in  the  pauper  or  criminal  class,  into  the 
gfrave.  There,  accordingly,  the  surplus  does  sink  in  consider- 
able numbers  ;  but  this  does  not  alleviate  the  pressure  of  over- 
population. The  dead  afford  no  fulcrum  of  resistance,  and 
the  tide  goes  on  as  if  they  had  not  existed.  Ambition  may 
distinguish  many  individuals  of  the  lower  class,  but  it  does 
not  distinguish  the  class  as  a  whole.  Present  cares  and 
pleasures  occupy  a  larger  share  of  their  attention.  It  has 
already  been  pointed  out  that  the  restricted  range  of  the 
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pleasures  available  to  them,  gives  the  merely  sensual  pleasures 
a  larger  place  in  the  occupation  of  their  leisure,  and  conse- 
quently a  greater  power  on  their  lives.  Among  these  pleasures 
the  attraction  of  the  sexes  forms  one  of  the  most  available, 
and  without  the  refinements  which  tend  to  protract  the  dally- 
ing and  delay  the  union,  with  its  practical  results.  There  is 
little  also  to  delay  early  marriages,  for  what  is  there  to  look 
forward  to,  but  a  life  of  hardship  at  the  best  ?  Children  in 
the  lower  classes,  too,  are  too  soon  ready  to  shift  for  them- 
selves. And  when  the  feeble  effects  individual  restraint 
can  oppose  to  a  general  current  of  indulgence  is  considered, 
it  is  little  wonder  that  marriage  follows  opportunity  more 
readily  in  the  lower  class  than  in  any  of  the  others. 

The  balance  of  population  is,  as  has  been  said,  best  main- 
tained in  the  middle  class.  This  is  due  on  the  one  hand 
neither  to  any  distinct  perception  and  recognition  of  the 
economical  problem,  nor  on  the  other  to  the  uniform  main- 
tenance of  an  inflexible  standard  of  individual  prudence.  It 
is  due  to  a  complexity  of  causes  which  meet  in  the  case  of 
this  class  alone.  There  is  the  higher  standard  of  comfort 
aimed  at  by  the  class  generally ;  there  are  the  motives  of  fear 
and  ambition  already  alluded  to ;  and  there  are  the  counter- 
attractions  of  immediate  social  enjoyment,  and  personal  ease 
and  luxury,  which  interfere  with  the  efforts  needed  to  secure 
the  preparation,  which  the  general  standard  of  the  class 
renders  necessary.  The  last  class  of  circumstances  forms  in 
connection  with  the  others  a  very  powerful  element  in  the 
deterring  influences  which  check  the  too  rapid  growth  of 
population  in  this  class. 

It  would  be  rash  to  say  that  even  in  this  class  the  balance 
is  perfectly  maintained.  The  middle  class,  for  example, 
avails  itself  pretty  largely  of  the  resource  of  emigration  ;*  and 
since  the  advances  made,  from  a  variety  of  causes,  by  the 

*  But  on  the  other  hand  infant  mortality  b  far  less  prevalent  in  this  dass  than  in 
the  lower ;  and  therefore  an  equal  growth  of  population  indicates  much  greater 
restraint. 
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lower  class,  the  barrier  between  them  is  no  longer  so  fomid- 
able  as  it  was.  On  the  other  hand  the  middle  class  is  liable 
to  incessant  invasion  from  the  lower ;  and  the  facility  of  inva- 
sion is  of  course  greatly  increased  by  the  improved  education 
and  skill  of  the  higher  ranks  of  the  working  classes  ;  so  that 
if  there  is  now  a  pressure  on  the  ranks  of  the  middle  class,  it 
is  probably  more  due  to  this  cause  than  to  any  internal  over- 
gfrowth. 

It  is  obvious  that  some  of  the  influences  here  noticed 
might  be  brought  to  bear  on  a  part  of  the  working  classes ; 
that  they  do  to  some  extent  influence  the  higher  portion  of 
them,  and  that  with  better  education  and  improved  circum- 
stances their  influence  might  be  greatly  extended.  But  the 
difficulty  is  to  make  them  permeate  the  mass,  and  without  this 
little  or  nothing  is  gained.  No  such  pressure  can  be  brought 
to  bear  upon  the  lower  strata  of  the  working  class  as  actually 
bears  upon  the  lower  strata  of  the  middle  class,  and  this 
circumstance  entirely  differentiates  the  condition  of  the  two 
classes. 

It  has  also  been  noticed  that  the  mere  attainment  of  a 
certain  moderation  in  respect  to  growth  by  the  middle  class, 
without  examination  of  the  means  by  which  it  is  attained, 
cannot  be  accepted  as  a  satisfactory  solution  of  the  question. 
Any  means,  indeed,  not  wholly  vicious,  may  be  temporarily 
accepted  as  an  alleviation  of  the  incalculable  evils  of  over- 
population ;  but  the  partial  good  done  by  any  means  which 
have  not  a  solid  basis  in  sound  morality  and  economy,  cannot 
afford  any  permanent  security  against  the  recurrence  of  the 
evils  of  over-population,  and  ought  not  to  abate  the  anxiety 
with  which  a  more  perfect  security  is  sought.  The  middle 
class,  in  fact,  from  the  upward  and  downward  pressure  it  has 
to  sustain,  and  the  natural  tendency  to  increase  in  its  own 
numbers,  occupies  a  position  far  from  comfortable  in  this 
matter,  and  has  a  severe  struggle  to  maintain,  which  is  by 
no  means  beneficial  to  it  either  in  a  moral  or  social  aspect 

It  will  have  been  observed  that  the  means  of  restraining 
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population  in  the  middle  class  which  have  been  indicated  are 
not  altogether  of  an  unmixed  moral  character.  Those  means 
which  may  in  a  comprehensive  sense  be  called  moral,  may  be 
divided  into  two  sections,  the  direct  and  indirect.  To  the 
former  only,  in  a  higher  sense,  a  moral  character  belongs  ;  the 
latter  are  properly  economical.  It  is  reasonable,  in  a  matter 
so  important  to  society,  that  every  legitimate  means  should  be 
used  of  attaining  the  end  in  view ;  but  when  a  man  acts  from 
a  sense  of  right  and  duty,  his  conduct  is  liable  to  moral 
criticism  alone ;  when  he  acts  from  a  sense  of  interest,  it  is 
amenable  to  the  consideration  of  general  interest,  and  is 
accordingly  a  proper  subject  of  economical  criticism. 

The  purely  moral  means  consist  solely  in  the  determination 
of  each  individual  to  do  his  duty  irrespective  of  consequences, 
and  regardless  of  the  conduct  of  others.  This,  it  will  be  seen, 
is  rather  a  thin  defence  to  society  against  the  formidable  evil 
of  over-population ;  and  this  is  all  to  which  Dr.  Chalmers, 
from  his  own  point  of  view,  is  strictly  entitled.  There  is, 
accordingly,  a  statement  which  I  am  surprised  to  find  in  his 
argument ;  and  which,  I  think,  has  no  business  to  be  there. 
'  Let  it  on  the  average  be  held  disreputable  to  marry  without 
a  fair  and  adequate  prospect  and  provision,  and  the  result 
would  be  a  certain  average  of  later  marriages,  or  a  country 
less  burdened  with  an  excess  of  population.'  The  creation  of 
a  sound  public  opinion  on  the  question  of  population  is  one 
of  the  resources  that  belong  to  economy;  and  one  of  the 
resources  on  the  value  of  which  economists  are  most  agreed. 
But  how  is  such  an  opinion  to  be  formed,  if  the  public  is  not 
to  be  specially  enlightened  on  this  question  ?  1  apprehend 
that  Chalmers  is  greatly  mistaken  in  trusting  to  general  or 
Christian  education  to  produce  this  result.  He  says  himself 
in  a  note  that  *  Norway  is  almost  the  only  country  in  Europe 
where  a  traveller  will  hear  any  apprehensions  expressed  of  a 
redundant  population ; '  and  in  appealing  to  the  example  of 
Scotland,  he  significantly  appeals  to  it  half  a  century  ago. 
Why  half  a  century  ago,  and  not  in  his  own  day  }     If  educa- 
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tion  and  religion  *  are  the  agents  that  are  to  triumph  over 
the  evils  of  over-population ;  and  if  they  had  gained  their 
victory  in  Scotland  half  a  century  before  Chalmers's  time, 
why  were  they  again  overthrown  ?  The  truth  is,  I  believe, 
that  Chalmers  has  not  sufficiently  considered  that  over- 
population is  the  most  formidable  and  subtile  enemy  with 
which  education  and  religion  have  to  contend.  The  differ- 
ence between  Scotland  and  Norway  at  the  time  Chalmers 
wrote  (and  up  to  the  present  time)  is  thus  explained.  Scot- 
land was  exposed  to  a  rapid  current  of  industrial  competition, 
which  silently  undermined  and  swept  away  the  bulwarks  set 
up  by  education  and  religion ;  hence  the  rapid  growth  of 
towns  without  adequate  means  of  general  or  religious  instruc- 
tion, and  the  creation  of  a  large  substratum  of  population, 
ignorant  or  regardless,  of  economic  laws  or  prudential  con- 
siderations affecting  the  rate  of  increase.  Norway  was 
beyond  the  reach  of  this  current,  and  therefore  retained  its 
primitive  notions.  What,  in  fact,  can  education  and  religion  do 
for  those  who  by  the  very  circumstances  of  their  birth  are 
placed  beyond  their  reach  ?  If  we  would  -bring  society  wholly 
under  the  influence  of  those  beneficent  agencies,  we  must  find 
means  to  prevent  the  formation  of  a  stratum  of  population 
whose  increase  is  beyond  their  control. 

For  this  purpose  the  creation  of  a  sound  public  opinion  is 
of  great  value ;  but  this  sound  public  opinion  does  not  yet 
exist  The  practice  of  the  middle  class  approaches  most 
nearly  to  a  proper  mean  of  reproduction  ;  but  this  is  not  due 
to  any  superiority  in  the  theoretical  views  of  this  class.  On 
the  contrary,  the  prevailing  practice  of  the  middle  class  in  this 
matter  is  contrary  to  its  prevailing  sentiment  or  theory.  The 
result  is  due  wholly  to  prudential  or  selfish  motives.  This 
may  seem  a  strong  argument  in  favour  of  the  power  of  in- 
direct motives;  but  there  are  two  deductions  to  make  from 

*  I  do  not  mean  to  question  the  ultimate  prevalence  of  moral  and  religious 
forces  over  any  evil  of  merely  physical  origin.  I  only  insist  on  the  necessity  of 
taking  the  right  means  to  secure  that  triumph. 


624  THE  ECONOMY  OF  CONSUMPTION.  [BOOK  VI. 

its  value  :  first,  there  is  the  extent  to  which  the  result  is  due 
to  the  exceptional  position  of  the  class  ;  and  secondly,  there  is 
the  fact  that  the  attainment  in  any  way  of  the  mean,  is  very 
far  from  being  the  same  thing  as  a  right  attainment  of  it ; 
and  that  the  actual  degree  of  attainment  of  it  in  the  middle 
class  falls  very  considerably  short  in  point  of  excellence  of 
means  of  a  due  attainment  of  it 

The  middle  class  is  in  every  aspect  of  the  question  the  ex- 
ceptionally favoured  class  ;  and  in  this  class,  more  commonly 
than  in  any  other,  the  time  of  marriage  is  determined  by 
purely  moral,  that  is  to  say,  by  reasonably  prudential  motives. 
This  is  the  central  fact  which  makes  any  general  solution  of 
the  problem  a  thing  within  the  range  of  reasonable  expecta- 
tion ;  for  without  a  nucleus,  and  a  broad  and  strong  nucleus 
of  sound  moral  conduct,  it  is  hopeless  to  bring  any  economical 
expedients  to  bear  on  a  matter  so  deeply  and  universally 
affecting  private  interests.  Far  from  wishing  to  set  aside  the 
moral  solution  in  favour  of  any  artificial  nostrum  of  econo- 
mical philanthropy,  whereby  the  common  interest  is  to  be 
made  to  supersede  that  of  the  individual,  I  hold  that  economy 
can  do  nothing  on  such  a  question  except  to  support  and 
strengthen  the  morality  and  prudence  of  the  individual  The 
extension,  therefore, '  of  the  sound  moral  conduct  due  to 
superior  intelligence  and  religious  principle,  which  is  at 
present  most  prevalent  in  the  middle  class,  to  an  equal  pre- 
valence in  the  lower,  is  the  first  and  greatest  part  of  an 
effectual  remedy ;  but  that  this  alone  will  not  suffice  to  meet 
the  difficulty  in  respect  to  the  whole  of  society,  requires  no 
further  evidence  than  the  fact  that  it  does  not  suffice  in  the 
most  favoured  portion  of  it 

The  circumstances  of  the  middle  class,  though  more  favour- 
able than  those  of  others  to  the  observance  of  a  due  mean  in 
population,  are  as  already  said,  and  for  this  very  reason,  not 
particularly  favourable  to  the  individual  inclinations  of  its 
members.  To  marry  and  'settle  in  life,'  is  seldom  in  this 
class  a  very  easy  matter ;  and  often  it  is  a  very  difficult  one. 
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The  difficulty,  as  might  be  expected,  is  encountered  in  different 
ways  by  persons  of  different  dispositions.  Some  set  them- 
selves resolutely  to  overcome  it ;  some  leap  the  difficulty  ;  and 
some  temporarily  or  finally  abandon  the  enterprise,  and  con- 
tent themselves  with  other  distractions.  Some  further  ex- 
amination of  the  course  of  these  three  classes  will  show  us 
how  far  the  conduct  of  the  middle  class  is  worthy  of 
imitation. 

It  is  of  great  importance  to  show  that  the  course  of  indi- 
vidual prudence,  and  that  dictated  by  the  interest  of  society, 
are  one.  No  one  can  pretend  to  say  absolutely  from  direct 
knowledge  to  what  limit  the  growth  of  any  society  may  go 
without  injury  to  the  virtue  and  happiness  of  its  members ; 
and  no  one  likewise  can  say  whether  in  any  particular  case 
what  seems  an  adequate  provision  for  the  contingencies  of 
marriage  will  actually  prove  to  be  so ;  but  there  are  certain 
general  considerations  which  will  suffice  to  show  that  an 
observance  of  individual  prudence  in  respect  to  marriage 
cannot  but  promote  the  general  interest ;  and  that  a  strict 
and  universal  observance  of  such  prudential  considerations  as 
are  actually  suggested  by  the  circumstances  of  each  indi- 
vidual, would  more  exactly  than  any  other  expedient,  so 
exactly,  indeed,  as  to  constitute  a  scientific  connection 
between  the  two,  cause  the  growth  of  population  to  meet 
the  wants  of  society. 

It  has  already  been  observed  in  anticipation  of  this  propo- 
sition that  every  violation  of  the  economical  law  of  popula- 
tion is  an  act  of  individual  imprudence.  The  grounds  of 
this  assertion  I  shall  now  endeavour  to  indicate.  This  side 
of  the  proposition  is  only  too  easy  of  proof.  When  rash  and 
premature  marriages  are  made  in  any  class,  there  is  always  a 
greater  difficulty  in  providing  for  the  offspring.  In  the  middle 
class  the  expense  of  an  adequate  education  is  heavy,  and  an 
over-grown  family  is  sure  to  be  thrust  half  educated  into  the 
vortex  of  business  competition  to  struggle  jaind  fight  for  itself. 

Apart  from  absolute  over-population,  we  have  here  a  fruitful 

2r 
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source  of  every  kind  of  mercantile  mismanagement  There 
IS  no  want  of  energy  in  these  untrained  intellects,  and  the 
course  I  condemn  is  often  defended  and  applauded  on  the 
ground  of  their  successful  struggles.  But  the  cases  of  indi- 
vidual success  in  such  circumstances  are  only  the  favourable 
specimens  of  the  class  ;  and  more  often  than  otherwise  the 
success  is  gained  by  means  which  are  not  to  be  applauded ; 
sometimes  by  means  actually  dishonourable;  more  often,  per- 
haps, by  hard  and  selfish  driving,  so  that  the  individual 
success  is  very  far  from  being  commensurate  with  the 
general  advantage.  Among  the  working  classes  the  edu- 
cation of  over-grown  families  is  still  more  neglected,  and 
they  are  much  earlier  set  adrift  to  shift  for  themselves. 
They  form  the  very  class  by  whose  competition  both  the 
quality  and  the  remuneration  of  labour  are  degraded;  and 
almost  necessarily  they  imitate  the  example  of  their  parents, 
and,  being  destitute  of  prudential  principles,  produce  large 
offsprings  of  a  still  more  degraded  type,  until  their  growth 
is  checked  by  the  accidents  to  which  an  ill-regulated  existence 
exposes  them.  It  is  manifest  that  where  any  danger  of  over- 
population exists  at  all,  it  is  from  such  sources  it  springs. 

But  what  is  the  proof  of  the  other  side  of  the  proposition  ? 
It  may  be  that  imprudence  is  productive  of  mischief,  and 
liable  to  lead  to  over-population  ;  but  it  may  also  be  that 
individual  prudence  has  no  sure  guide,  and  that  accordingly 
there  is  no  remedy  but  to  allow  the  more  cautious  and  the 
more  sanguine  each  to  follow  their  bent,  and  allow  the  pressure 
of  circumstances  to  crush  out  the  excesses  of  free  indulgence. 
Man  in  respect  to  re-production  is,  according  to  this  view,  to 
lay  aside  his  intelligence,  and  act  like  other  animals.  He  is 
to  increase  till  natural  forces  restrain  his  increase.  Unfor- 
tunately this  course  is  not  open  to  man.  Nature  has  pro- 
vided all  animals,  as  well  as  plants,  with  redundant  means  of 
re-production.  She  has  also  provided  means  easy,  swift  and 
natural  for  restraining  their  over-growth.  It  is  not  so  with 
man.    Man  also  is  endowed  with  redundant  means  of  re- 
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production  ;  but  the  means  of  destruction  are  not  provided 
by  nature.  In  place  of  these  she  has  given  man  intelligence, 
If  he  fails  to  use  it,  the  means  of  destruction  to  which  he  falls 
a  prey  are  a  violation  of  nature  :  they  are  misery  and  vice. 

There  is  thus,  surely,  a  strong  presumption  in  favour  of  the 
adequacy  of  inividual  prudence  ;  and  this  presumption  is  con- 
firmed by  economical  considerations. 

There  can  be  no  doubt  that  the  difficulty  of  providing  for 
offspring  differs  greatly  in  different  states  of  society,  and  in 
different  ranks  of  the  same  society ;  and  it  must  be  evident  on 
consideration  that  this  difficulty  bears  a  direct  ratio  to  the 
demand  for  population  in  the  society  or  class.  If  a  country 
with  good  natural  resources  is  under-peopled,  provision  for 
offspring  becomes  a  mere  matter  of  physical  exertion,  and 
can  be  counted  on  with  certainty  by  those  who  are  willing  to 
take  the  pains.  Whenever  a  pressure  of  population  begins 
to  be  felt  in  a  country,  the  certainty  of  reward  for  exertion 
begins  to  diminish,  and  the  greater  the  pressure,  the  greater 
the  uncertainty  becomes,  and  provision  for  the  growth  or 
replacement  of  population  becomes  a  question  not  of  cer- 
tainty, but  of  opportunity.  But  instead  of  a  whole  community 
let  us  take  a  class.  Suppose  the  middle  class  of  a  com- 
munity is  deficient  in  numbers ;  that  there  are  plenty  of 
labourers,  but  a  scarcity  of  men  of  intelligence  and  education 
to  direct  them.  The  services  of  this  class  will  be  highly  re- 
munerated ;  and  they  will  have  no  difficulty  in  bringing  up 
families  in  increasing  numbers  to  succeed  them. 

A  similar  gradation  exists  in  regard  to  the  preparation 
needed  for  filling  a  place  in  society  with  honour  and  success. 
The  mental  cultivation  of  which  a  human  being  is  capable 
for  his  own  improvement  is  one  thing ;  the  training  he 
requires  to  serve  society  is  another.  In  the  simpler  states 
of  society  this  training  is  comparatively  simple  ;  in  the 
more  complex  states  it  becomes  increasingly  complex.  The 
training  which  would  fit  a  man  for  a  nomadic  life,  would 
be  of  no  use  to  an  artizan  or  a  merchant ;  and  however 
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admirable  in  their  own  place  y/ould  be  the  knowledge  and 
qualities  such  a  training  would  give,  it  would  be  disgraceful 
in  a  member  of  civilized  society  to  bring  up  a  family  in 
similar  habits  of  unsophisticated  observation  of  nature.  The 
man  must  be  educated  for  the  society,  and  for  the  rank  of 
society  he  is  to  serve,  whatever  other  training  of  a  special 
or  higher  kind  he  may  receive.  Now  the  difficulty  of  this 
education  increases  with  the  complication  of  social  life ; 
for  it  is  not  a  merely  perfunctory  performance  of  a  certain 
routine  that  will  fit  a  man  for  society.  If  he  is  to  be  a  good 
citizen  in  any  rank,  he  must  have  some  comprehension  of 
the  working  of  society  as  a  whole,  and  of  his  own  place  and 
subordination  in  it.  Thus  the  difficulty  of  education  in- 
creases with  the  complication,  that  is  to  say,  with  the 
growth  of  society;  and  the  longer  apprenticeship  plainly 
indicates  a  slower  increase  of  population.  With  each  par- 
ticular rank  the  same  rule  holds  good.  The  more  pains 
it  takes  to  make  a  particular  kind  of  man,  the  fewer  of  that 
kind  of  men  are  wanted.  Now  the  inducements  to  supply 
men  for  any  sphere  of  life  are  always  in  inverse  proportion 
to  the  excess  or  deficiency  of  the  actual  supply.  If  the 
supply  is  excessive  the  inducements  are  few ;  and  it  is  only 
by  lowering  the  standard  of  qualification  that  new  men  can 
be  supplied.  If,  on  the  other  hand,  the  supply  is  such  as  to 
afford  an  adequate  reward  for  a  high  standard  of  qualification, 
the  reward  itself  gives  both  the  facility  and  the  inducement 
to  perpetuate  the  supply. 

It  is  thus  apparent  that  the  opportunities  of  bringing  up 
a  family  in  any  rank  of  life  are  in  inverse  ratio  to  the  pres- 
sure of  population  in  that  rank.  If  a  man  in  the  middle 
class  finds  the  professions  and  the  mercantile  ranks  over- 
stocked, and  is  at  a  loss  to  know  what  to  train  his  son  for, 
or  what  to  make  of  him  after  he  is  trained,  it  is  clear  that 
he  has  got  a  son  too  much.  But  the  circumstances  which 
determine  the  increase  of  numbers  in  the  class  determine 
also  the  earnings  of  the  class.     They  determine,  accordingly. 
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the  opportunity  of  making  adequate  provision  for  marriage. 
Now  if  each  individual  were  to  be  guided  by  these  oppor- 
tunities ;  if  instead  of  forcing  and  anticipating  the  prepar- 
ation, he  were  to  wait  patiently  the  time  when  it  could 
naturally  be  made,  that  time  would  certainly  come  to  each 
soon  enough  to  meet  the  real  wants  of  the  class.  There  is 
in  respect  to  population,  as  in  respect  to  every  other  human 
want,  a  natural  relation  between  supply  and  deniand. 
Wherever  there  is  demand  there  will  be  opportunity,  and 
the  interval  interposed  by  training  between  the  demand, 
and  the  supply  of  population,  no  more  interferes  with  the 
reality  of  the  relation  than  the  stock  of  any  particular  class 
of  goods  interferes  with  the  operation  of  demand  upon 
supply. 

The  danger  in  this,  as  in  the  supply  of  other  commodities, 
is  all  on  the  one  side.  There  is  no  danger  that  the  demand 
will  not  be  met  There  is  danger  that  it  will  be  over- 
met.  If  each  individual  should  determine  before  marrying  to 
make  adequate  provision  for  marriage,  the  pressure  on  any 
particular  class  which  rendered  the  provision  difficult  would 
gradually  be  relieved,  and  the  provision  would  be  the  more 
readily  made  as  the  occasion  for  it  was  more  real. 

But  what  is  an  adequate  provision  for  marriage  }  It  is 
of  the  utmost  importance  that  this  question  should  be 
answered  ;  for  if  it  is  not  answered  we  are  as  far  from  the 
solution  of  the  problem  as  ever.  I  have  no  difficulty  in 
answering  it  from  an  economical  point  of  view.  The  re- 
sponsibilities of  marriage  are  indefinite,  and  no  one,  as 
already  observed,  can  say  what  will  be  an  adequate  provision 
in  any  particular  case  ;  but  this,  like  all  other  contingencies, 
is  subject  to  general  laws ;  and  obedience  to  the  common 
laws  of  prudential  foresight  will  secure  the  interest  of  society, 
and  exonerate  individuals  from  the  blame  of  inevitable 
misfortune.  From  the  principles  already  laid  down  in  this 
work  it  will  not  be  expected  that  I  should  make  a  provision 
for  marriage  to  consist  mainly  in  hoarding.    The  principal 
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provision,  especially  among  the  working  classes,  must  be 
an  adequate  power  of  earning,  together  with  a  reasonable 
prospect,  as  far  as  physical  health  and  other  circumstances 
are  concerned,  of  its  continuance.  In  the  middle  class  a 
man's  capacity  for  earning,  if  it  is  not  prematurely  forced,  has 
a  natural  tendency  to  expand  as  he  gains  in  age  and  ex- 
perience ;  so  that  if  he  is  in  a  position  to  provide  comfort- 
ably for  the  initial  expenses  of  matrimony  at  the  time  he 
undertakes  it,  there  is  a  reasonable  prospect  of  an  expansion 
of  means  corresponding  with  its  increasing  responsibilities. 
Something  of  the  same  gradation  of  remuneration  would 
probably  prevail  to  a  greater  extent  among  the  working 
classes  than  it  actually  does,  if  there  were  no  artificial 
pressure  in  the  direction  of  an  equalization  of  the  measure 
or  estimate  of  earning  power.  Thus  a  fair  ability  to  meet 
the  preliminary  and  immediate  charges  of  matrimony  may 
be  taken  as  in  any  class  a  reasonable  indication  of  the  attain- 
ment of  a  satisfactory  position  for  undertaking  it 

If  this  condition  seems  too  easy  let  us  understand 
distinctly  what  it  implies.  As  the  main  dependence  of  the 
future  family  must  be  on  the  earning  capacity  of  its  head, 
it  is  indispensable  that  this  earning  power  should  from  the 
first  be  unencumbered.  No  subterfuge  or  excuse  will  make 
an  earning  power  clogged  with  liabilities,  the  equivalent  of 
a  free  earning  power,  as  an  indication  of  ability  to  support 
a  family.  The  man  who  begins  with  debt  will  probably 
continue  with  it,  however  sanguine  he  may  be  to  the 
contrary.  It  is  therefore  indispensable  that  a  sufficient 
provision  in  the  shape  of  hoarding  should  be  made  to  meet 
the  preliminary  expenses  of  an  establishment,  according 
to  the  rank  and  style  in  which  the  parties  intend  to  live. 
The  adequacy  of  the  earning  power,  moreover,  must  not  be 
too  feebly  imagined.  It  must  not  be  the  result  of  some  mere 
spurt  of  success,  but  must  proceed  on  a  fair  calculation  of 
average  results  and  probable  expenditure.  For  this,  the 
preliminary  provision,  if  actually  saved  from  earnings,  affords 
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the  best  and  most  solid  guarantee.  Finally,  the  earning 
power  must  be  normal  and  not  forced.  The  man  who  in 
order  to  push  his'  way  to  matrimony  forces  the  pace  of 
industrial  competition  may  be  serving  his  own  interests,  but 
he  is  not  serving  the  interests  of  society.  He  is  imposing 
upon  it  new  and  harder  conditions  of  existence*  If  his 
example  were  generally  followed,  population  would  be  too 
rapidly  increased,  and  the  struggle  of  life  would  become  more 
severe,  exhaustive  and  exterminating.  He,  at  least,  is  not 
obeying  the  economical  law  of  population ;  and  if  his 
aggressive  career  ends  in  disaster,  he  has  only  his  own 
private  ambition  to  charge  with  the  result. 

Subject  to  these  conditions  there  is  no  reason  to  believe 
that  individual  prudence  would  not  form  an  adequate  protec- 
tion to  society  against  over-population.  It  is  impossible  that 
it  should  prove  an  over-protection ;  for  the  capacity  to  earn 
the  means  of  maintenance  for  a  family  would  always  be  found 
where  there  was  room  for  the  family  subsequently  to  maintain 
itself.  It  thus  appears  that  obedience  to  the  economical  law 
of  population  requires  no  abstract  calculation  or  recondite 
knowledge.  The  pressure  of  society  brings  home  to  every 
man  his  own  duty  in  regard  to  it ;  and  if  he  only  studies 
adequately  his  own  circumstances  and  acts  prudently  in  re- 
gard to  them,  he  will  do  all  that  the  interest  of  society  requires 
of  him.     So  far,  I  am  in  entire  accordance  with  Dr.  Chalmers. 

The  first  of  the  classes  I  have  mentioned  complies  with  the 
conditions  above  stated,  except  that  it  does  not  commonly 
impose  on  itself  any  measure  of  moderation  in  competition 
for  the  acquisition  of  material  means ;  an  omission  which,  in 
my  view  of  the  case,  is  of  vital  consequence. 

The  two  other  classes  that  have  been  described  have  a 
certain  co-relation  which  makes  it  desirable  we  should  dis- 
cuss them  together.  If  they  go  to  opposite  extremes,  they 
are  driven  to  these  extremes  by  the  difficulty  of  the  middle 
course  ;  and  in  their  respective  conduct,  moreover,  they  react 
upon  one  another. 
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The  second  class  constitute,  in  respect  to  the  law  of  popula- 
tion, the  criminals  of  the  middle  class  ;  and  it  is  in  respect  to 
their  treatment  more  particularly  that  I  demur  to  the  ade- 
quacy of  Dr.  Chalmers's  views.  Neither  the  preventive  nor 
the  punitive  treatment  proposed  is  strong  enough  to  meet 
the  urgency  of  the  case.  It  is  not  to  be  supposed  from  the 
approximate  attainment  of  a  general  average  in  the  middle 
class  that  these  criminals  are  few,  or  that  their  conduct  is  free 
from  mischief,  or  their  example  from  danger.  That  the 
balance  is  maintained  is  due  to  the  reaction  maintained  by 
the  third  class  against  the  extreme  adopted  by  the  second, 
and  which  shall  by  and  by  be  considered. 

Dr.  Chalmers's  treatment  of  the  difficulty  is  indicated  in 
the  passage,  already  twice  quoted,  in  which  he  requires  it  to 
be  held  disreputable  to  marry  without  adequate  provision. 
The  interpolation  of  this  prescription  in  Dr.  Chalmers's 
remedy  is,  as  already  observed,  somewhat  embarrassing,  be- 
cause it  has  the  semblance  of  a  much  stronger  mode  of  treat- 
ment than  it  actually  is. 

We  have  first  to  inquire  what  chance  there  is  on  Dr. 
Chalmers's  principles  of  his  own  remedy  being  applied  ; 
and  secondly  to  prevent  its  being  mistaken  for  the  other 
and  stronger  remedy  adverted  to. 

It  must  be  remembered  that  Dr.  Chalmers  prohibits  or 
contemns  the  economical  treatment  of  the  subject ;  and  that 
accordingly  the  reprobation  to  which  he  proposes  to  expose 
the  neglect  of  prudence  in  entering  on  the  marriage  relation 
is  that  produced  by  ordinary  moral  and  religious  teaching. 
Taken  at  its  best,  to  what  does  this  reprobation  amount  ?  I 
apprehend  it  only  touches  upon  the  individual  imprudence, 
and  on  the  hazards  to  which  it  exposes  the  family  of  the 
individual  who  commits  it.  If  these  are  by  any  means  over- 
come, the  censure  ends  with  them,  and  probably  ends  in 
approval.  Moreover  the  censure  while  it  lasts  is  commonly 
of  that  feeble  and  languid  kind  of  disapprobation  which  people 
usually  have  for  misconduct  which  does  not  particularly  affect 
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their  own  interests.  After  the  act  is  committed,  it  rarely  holds 
out  against  sympathy  and  friendship.  The  circumstances  of 
those  who  act  imprudently  in  this  respect  excite  pity,  and 
they  are  actively  helped  against  the  consequences,  to  the 
anticipation  of  which  alone  any  censure  of  their  conduct  is 
directed.  The  disgrace  to  which  people  in  these  circum- 
stances are  subjected  may  be  borne  with  some  equanimity 
when  there  is  the  prospect  not  only  of  escaping  more  serious 
disadvantages,  but  of  issuing  with  honour  from  the  disgrace 
itself. 

But  it  remains  to  be  asked  what  chance  is  there  of  the 
penalty,  mild  as  it  is,  being  inflicted  ?  The  influence  of 
morality,  as  far  as  it  is  deduced  from  reason,  may  be  supposed, 
however  feeble,  at  least,  to  be  uniformly  on  the  right  side  of 
the  question.  It  is  otherwise  with  religion,  and  also  with 
the  utilitarian  morality  which  is  a  mere  compound  of  current 
religious  and  economical  maxims.  Dr.  Chalmers,  in  his 
double  zeal  for  economy,  and  for  the  higher  work  of  his  own 
profession,  has  forgotten  to  consider  that  he  is  by  no  means  in 
this  respect  a  fair  example  of  his  class.  Right  teaching  on 
the  question  of  population  cannot  be  looked  for  from  the 
clergy  ;  for  they  are  among  the  greatest  offenders  against  it. 
Not  only  do  they  disregard  the  economical  law  in  their  own 
practice,  but  they  teach  principles  subversive  of  it ;  and  the 
false  notions  of  the  subject  with  which  middle  class  society  is 
so  deeply  indoctrinated  are  to  a  large  extent  due  to  their 
precept  and  example.  I  do  not  mean  to  say  that  all  clergy- 
men act  imprudently  or  teach  unsoundly  in  this  matter,  but 
that  neither  their  example  nor  their  precepts  can  be  depended 
upon  as  uniformly,  or  even  generally  sound  ;  for  though  the 
clergy  have  better  opportunities  than  most  classes  of  knowing 
what  their  income  actually  is,  and  calculating  their  prospects, 
it  does  not  seem  to  be  considered  any  disgrace  to  the  clergy 
that  appeals  should  be  made  to  the  compassion  of  the  public 
on  their  behalf  on  the  ground  that  their  income  is  inadequate 
for  the  maintenance  of  their  families.     If  this  be  so,  how  are 
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the  clergy  to  teach  that  similar  imprudence  is  disgraceful  in 
other  men  ? 

I  am  aware  that  the  clergy  are  commonly  of  opinion  that 
having  devoted  their  talents  to  the  service  of  the  public  in  a 
disinterested  profession,  they  are  entitled  to  a  comfortable 
maintenance,  such  as  shall  allow  them  the  ordinary  privileges 
and  enjoyments  of  life.  It  is  also  common  for  them  to  con^ 
trast  their  remuneration  unfavourably  with  that  of  other 
classes,  and  in  doing  so  they  are  very  naturally  liable  to 
underrate  the  risks  and  disappointments  to  which  other  pro- 
fessions are  liable.  Young  clergymen,  in  particular,  very 
frequently  imagine  that  with  their  talents  they  would  much 
more  readily  have  realized  a  competency  in  any  other  profession. 

Now  to  the  expectation  of  a  due  maintenance  in  any  pro- 
fession I  have  no  objection  ;  but  to  the  anticipation  of  it  as  a 
means  of  incurring  responsibilities,  the  clei^  have  no  more 
right  than  any  other  class.  The  more  a  man's  income  is 
iixed  the  more  far-seeing  his  calculation  in  respect  to  such  a 
matter  as  the  support  of  a  family  ought  to  be.  A  doubtful 
prospect  of  promotion  is  not  a  source  of  income  that  may  be 
counted  on  like  expanding  profits  or  wages.  If  the  posts  in 
■a  church  that  allow  a  man  to  marry  with  safety  are  many,  it 
is  the  easier  to  wait  till  one  of  them  is  attained  ;  if  they  are 
few,  it  is  the  less  reasonable  to  count  on  them.  The  discount- 
ing of  doubtful  prospects  compromises  the  dignity  as  much 
as  it  discredits  the  prudence  of  the  clergy.  If  their  church 
or  people  does  not  provide  adequately  for  them,  it  is  plainly 
their  duty  to  wait  till  the  provision  is  made  before  they 
take  on  them  responsibilities  which  demand  an  adequate  pro- 
vision. In  so  doing  they  would  probably  in  the  end  take  the 
most  effectual  means  of  promoting  their  own  interests,  as  they 
would  certainly  show  the  truest  regard  to  those  of  the  public. 

I  should  not  have  felt  justified  in  making  these  remarks  on 
the  conduct  of  a  particular  class,  were  it  not  a  class  of  public 
teachers  which  exercises  great  influence  on  this  question,  and 
whose  influence,  moreover,  has   been  specially  appealed  to. 
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There  is  also  a  great  deal  of  false  sympathy,  fomented  by 
artful  fiction,  in  favour  of  poor  clergymen  with  struggling 
families,  which,  while  it  does  little  to  promote  the  better 
maintenance  of  the  clergy,  does  much  to  corrupt  public 
sentiment  on  the  question  of  the  responsibility  of  every  man 
to  take  due  pains  beforehand  to  secure  a  reasonable  prospect 
of  adequate  maintenance  for  his  family.  If  the  duty  is  a  hard 
one  in  the  case  of  the  clergy,  it  is  hard  also  for  othefs ;  and  if 
the  hardness  of  the  duty  is  to  excuse  the  teacher,  what  of  the 
disciples  ? 

In  respect  to  the  teaching  of  the  clergy,  I  censure  no  indi- 
vidual teacher  when  I  say  that,  as  might  be  anticipated  from 
what  I  have  said  of  their  practice,  it  is,  to  say  the  least,  not 
uniformly  of  so  high  a  standard  on  this  question  as  to  be 
trustworthy.  On  the  contrary,  it  may  be  said  plainly  that 
much  of  it  is  directly  contrary  to  sound  economy ;  with  its 
morality  it  is  not  my  business  to  deal.  A  doctrine  is  taught, 
and  believed  in,  and  practised,  by  many  of  the  clergy  of  reli- 
ance on  Providence  in  regard  to  a  provision  for  the  future ; 
which  though  it  has  an  apparent  countenance  in  some  texts 
of  Scripture,  must  by  all  reasonable  men  be  regarded  as  a 
perversion  of  their  meaning.  It  is  seldom,  indeed,  that  the 
doctrine  is  taught  in  an  absolutely  naked  form,  without  any 
reserve  in  favour  of  human  prudence  ;  but  it  is  evident  from 
the  example  of  the  teachers  themselves,  that  the  practical 
effects  of  such  a  doctrine  upon  minds  naturally  sanguine  is 
not  always  duly  allowed  for.  Marriage  is  so  important  an 
event  in  a  man's  life,  and  its  issues  are  so  far  beyond  human 
calculation,  that  there  is  nothing  in  respect  to  which  this 
confidence  in  the  help  of  a  higher  power  is  likely  by  persons 
of  a  devout  disposition  to  be  more  implicity  relied  on.  And, 
without  laying  aside  all  prudence  or  preparation,  there  can 
be  no  doubt  that  a  general  implicit  faith  of  this  kind  largely 
prevails  in  middle  class  society,  to  the  extent  at  least  that 
Providence  will  supplement  deficiencies  in  their  own  fore- 
sight and  preparation. 
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And  this  faith,  it  must  be  observed,  is  to  a  large  extent 
borne  out  by  the  event.  In  this,  precisely,  lies  the  danger  of 
ignorant  and  unscientific  teaching  on  the  subject.  Providence 
does  to  a  large  extent  provide  for  the  erring  and  the  impru- 
dent ;  but  it  does  so  by  implanting  a  vicarious  principle  in 
human  nature.  Whether  or  not  the  fault  committed  excites 
reprobation,  the  misfortune  it  entails  usually  excites  sympathy. 
Society,  *in  one  way  or  another,  exerts  itself  to  relieve  the 
misfortune,  and  in  so  doing  it  takes  upon  itself  the  fault* 
Every  fault  relieved  of  its  consequences  encourages  the  com- 
mission of  other  faults  of  the  same  kind.  For  every  such 
fault  condoned,  ten,  or  it  may  be  a  hundred,  are  committed  ; 
till  the  burden  becomes  too  heavy  for  society,  and  the  punish- 
ment  falls  upon  it.  While  this  sympathy  of  society,  accord- 
ingly, is  admirably  adapted  to  alleviate  the  casual  misadven- 
tures and  soften  the  minor  evils  of  life,  it  becomes  a  dangerous 
experiment  to  charge  it  with  the  weight  of  sustaining  any 
natural  propensity  of  a  private  and  selfish  tendency.  In 
dealing,  therefore,  with  the  conduct  of  those  who,  from  what- 
ever cause,  anticipate  the  proper  time  of  marriage,  we  must 
not  be  content  with  such  censure  as  common  moral  teaching 
may  cause  to  fall  upon  their  individual  imprudence;  it  is 
highly  necessary  in  the  interests  of  society  that  there  should 
be  a  clear  perception  of  the  economical  results  of  such  con- 
duct ;  that  is  to  say,  that  it  should  be  clearly  understood  how 
it  affects  others. 

The  anticipation  of  the  proper  time  of  marriage  has  in 
every  case  this  evil,  that  it  is  the  absorption  by  one  man  of 
another's  share  of  a  common  privilege,  and  that  privilege  one 
of  the  most  important  in  itself,  the  most  easily  appreciated, 
and  the  most  highly  valued  by  all  men.  The  teaching  of  the 
common  utilitarian  morality  on  this  subject  is  as  much  at  fault 
as  that  of  the  false  doctrine  of  reliance  on  Providence  we  have 
been  considering.  It  is  never  considered  a  selfish  and  un- 
worthy course  to  force  a  preparation  for  marriage  by  extra- 
ordinary exertions ;  yet  the  man  who  does  so  not  only  acts 
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imprudently  for  his  own  interest,  in  exposing  himself  to  a 
great  risk  of  being  unable  to  maintain  the  pace  he  has  set 
himself ;  but  also  acts  wrongly  to  society  in  thrusting  popula- 
tion upon  it  for  which  it  is  not  prepared.  If  a  due  average  is 
to  be  maintained,  every  man  who  anticipates  the  proper  period, 
by  forcing  the  preparation  for  marriage,  prevents,  or  con- 
tributes to  prevent,  some  other  man  from  marrying  at  all,  who 
but  for  his  obtrusion  might  have  enjoyed  that  privilege  along 
with  him.  It  is  from  this  circumstance  that  the  mischief  in 
an  economical  point  of  view  of  this  species  of  over-competition 
springs.  Every  one  who  takes  more  than  his  share  of  matri- 
mony, so  to  speak,  leaves  less  than  their  share  to  others  ;  and 
if  the  share  originally  is  so  small  as  to  tempt  purloining, 
the  danger  becomes  greater  with  every  portion  that  is  stolen. 
To  speak  more  literally  every  man  who  anticipates  the  due 
period  of  marriage  compels  others  to  wait  longer;  renders 
them  more  impatient,  and  more  likely  to  break  the  restraint ; 
and  accordingly  renders  the  attainment  of  a  due  average, 
except  by  the  complete  exclusion  of  some,  more  hopeless. 

It  is  this  that  has  embittered  the  whole  discussion  of  this 
question  ;  that  has  made  vain  all  teaching  in  favour  of  re- 
straint, and  that  is  usually  supposed  to  justify  the  selfishness 
which  is  its  cause. 

The  teaching  of  Malthusian  doctrine  is  commonly  held  to 
mean  the  teaching  of  enforced  celibacy,*  and  it  is  hated 
accordingly.     Even  economists  are  not  always  proof  against 

*  Malthus's  ^im,  as  stated  by  himself,  was  not  to  reduce  population,  but  to  reduce 
the  death-rate.  Malthus*s  book,  though  well  written  and  interesting,  is  little  read ; 
and  few  writers  have  been  subjected  to  more  misrepresentation.  It  is  probable, 
therefore,  that  few  are  aware  of  what  terribly  un-Malthusian  sentiments  Malthus 
could  be  guilty.  He  actually  proposes  that  an  allowance  should  be  made  by  the 
State  to  every  man  who  has  more  than  six  children,  for  each  child  above  that 
number.  He  suggests  this  not  as  a  means  of  encouraging  population,  but  as  a 
measure  of  charity.  He  thinks  that  as  no  one  can  count  upon  having  six  children, 
such  a  provision  would  not  encourage  marriage.  As  I  would  wish  to  deal  ten- 
derly with  Malthus,  I  shall  only  make  a  parallel  suggestion.  The  remission  of  the 
government  duty  on  spirits  to  every  man  who  drank  more  than  a  bottle  a  day, 
would  probably  not  have  much  effect  in  encouraging  drunkenness,  and  would 
relieve  of  a  heavy  expense  many  poor  people  who  are  very  ill  able  to  bear  it. 
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either  the  instinctive  aversion  it  excites  in  themselves,  or 
the  odium  to  which  it  exposes  them  in  the  view  of  others. 
I  consider  it;  therefore,  an  important  contribution  to  the 
right  understanding  of  a  question  in  which  the  public  in- 
terest has  been  much  misconceived,  to  say  that  enforced 
celibacy,  so  far  from  being  indispensable  to  the  practical 
solution  of  the  problem  of  population,  is  a  positive  hind- 
rance to  it 

The  cause  of  the  misapprehensioa  is  plain,  and  it  only 
requires  to  be  stated  to  show  that  involuntary  celibacy  is 
not,  and  never  can  be,  the  true  means  of  meeting  the  diffi- 
culty. No  Malthusian,  that  I  am  aware  of,  with  the  excep- 
tion of  Milton's  Eve,  has  ever  proposed  by  voluntary 
abstinence  to  put  an  end  to  the  human  race.  If  the  race 
is  to  be  maintained,  marriage  at  a  proper  time  is  a  duty 
which  every  man  who  is  not  by  any  higher  duty  deterred 
from  entering  on  it,  owes  to  society,  to  the  sex  which  has 
a  natural  claim  on  him  for  maintenance  and  protection,  and 
to  himself.  It  is  one  of  the  most  striking  illustrations  of  the 
disproportion  between  the  powers  and  the  responsibilities 
of  men  in  this  life,  that  while  every  marriage  opens  up 
infinite  possibilities  of  future  intelligent  existence,  no  man 
can  with  reasonable  certainty  calculate  even  its  probable 
consequences  for  a  few  years.  It  would  almost  seem  as  if 
it  were  not  the  act  of  a  rational  being  to  enter  on  such  a 
contract.  While  the  contradiction  may  be  resolved  by  an 
implicit  faith  in  the  benevolent  design  of  the  Creator ;  an 
intelligent  religious  faith  does  not  exclude,  but  implies,  all 
due  exercise  of  human  prudence.  Marriage,  at  all  events,  is 
dictated  by  nature,  and  by  the  natural  dependence  of  the 
sexes  in  their  mental  as  well  as  their  physical  wants ;  and 
the  man  who,  even  from  the  bast  of  motives,  abstains  from 
it,  suffers  both  in  his  own  nature  and  in  his  relations  to 
society.*    The  object  of  Malthusian  doctrine  is  so  to  regulate 

*  This  is  certainly  not  universally  true  ;  but  it  is  true  of  average  men,  who  are 
the  majority.     There  are  men  to  whom  other  absorbing  pursuits  may  render 
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marriage  that  it  may  not  defeat  the  well-being,  while  con- 
tributing to  the  maintenance  of  society.  Now,  unfortunately, 
it  does  not  require  the  assistance  of  every  member  of  a  com- 
munity to  over-populate  it.  In  any  state  of  society,  as  already 
observed,  there  is  a  possibility  that  by  the  observance  of  a 
due  average  period  of  marriage  population  may  be  kept  at  a 
proper  level.  But  suppose  the  due  average  is  not  kept  ?  It 
then  becomes  evident  that  if  any  regard  is  maintained  to 
means  or  prudence,  some  will  from  the  mere  pressure  of 
circumstances  be  unable  to  marry  at  all.  As  soon  as  this 
becomes  an  established  part  of  the  economy  of  society,  it 
becomes  to  the  majority  of  the  youthful  generation  a  thing 
to  be  dreaded  and  avoided.  Hence  by  far  the  most  powerful 
stimulus  to  rash  and  premature  marriages,  and  accordingly 
one  of  the  most  fruitful  sources  of  danger  of  over-population, 
is  the  risk  of  celibacy  attending  delay.  It  is  not  the  diffi- 
culty of  waiting  a  given  time,  but  the  risk  of  losing  the  thing 

society  unnecessary ;  and  there  are  others  who,  without  any  other  extraordinary 
quality,  have  an  aptitude  for  society,  and  can  make  themselves  at  home  with  it 
by  a  special  instinct  or  tact  of  their  own.  Such  men  often  remain  unmarried  ;  but 
their  celibacy  is  an  anomaly.  Ordinary  men,  however,  and  still  more  ordinary 
women,  when  they  remain  single  and  cease  to  be  candidates  for  matrimony,  gene- 
rally find  themselves  on  the  shady  side  of  society  ;  and  unless  they  are  content  to 
remain  mere  spectators,  are  subject  to  a  double  process  of  alienation  and  elimination 
which  possibly  ends  in  severing  their  connection  with  it  altogether.  Hence  arises 
the  excess  of  self-introspection  and  self-consciousness  which  at  once  incapacitates 
for  society  and  forms  the  disease  of  solitary  life,  and  which,  in  such  circumstances, 
only  some  pursuit  of  sufficient  weight  to  absorb  the  energies  of  the  individual  can 
avert.  .  To  a  woman  it  is  commonly  on  the  side  of  her  feelings,  to  a  man  of  his 
dignity  or  self-respect,  that  society  renders  itself  repellant.  A  single  man  without 
special  distinction  is  always  in  the  position  of  'a  junior ;  and  when  he  ceases  to 
relish  this  position,  he  ceases  to  care  for  society. 

It  must  be  borne  in  mind,  when  it  is  said  that  a  single  man  is  at  a  disadvantage 
socially  as  compared  with  a  married  man,  that  the  sources  of  social  advantage  are 
very  complex.  A  mere  physical  advantage,  such  as  a  man  being  taller  and  stouter 
than  another,  will  often  outweigh  a  purely  social  advantage,  such  as  that  conferred 
by  marriage ;  a  rich  man,  too^  will  always  weigh  more  than  a  poor  man,  and 
superior  tact  and  manners  will  tell  in  favour  of  their  possessor.  Thus  the  advan- 
tage of  the  married  man  over  the  single  is  a  positive  advantage  only  in  the  case  of 
a  man  of  his  own '  fighting  weight ' ;  or,  to  use  another  sporting  expression,  the  single 
man  is  handicapped  as  against  the  married  man  in  every  relation  of  life.  Unless 
counter  advantages  and  anomalies  are  taken  into  account,  superficial  observers  will 
be  apt  to  deny  the  existence  of  a  particular  social  advantage  altogether. 
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waited  for  altogether,  that  most  commonly  upsets  all  prudence 
and  calculation  in  matrimonial  adventures. 

There  is  thus  an  imperative  necessity  that  a  public  opinion 
not  founded  on  vague  principles  of  morality,  but  enlightened 
by  exact  economical  knowledge  of  the  question,  should  be 
brought  to  bear  on  individual  conduct  in  this  matter.  Now 
the  actual  current  of  opinion,  even  in  the  middle  class,  is 
nearly  the  reverse  of  this.  The  mere  fact  of  marriage, 
whether  prudent  or  imprudent,  carries  with  it  a  social  and 
mercantile  value  which  is  by  no  means  inconsiderable.  It 
raises  a  man's  status  and  improves  his  prospect  of  remunera- 
tion. It  is  even  to  some  extent  a  guarantee  against  mis- 
fortune. The  sympathy  and  aid  afforded  to  a  married  man 
when  out  of  employment  or  under  mercantile  disaster,  is  far 
greater  than  that  accorded  to  a  single  man.  Mere  acquaint- 
ances will  exert  themselves  on  behalf  of  the  one,  while  even 
friends  imagine  the  other  is  able  enough  to  shift  for  himself ; 
and  there  are  few,  perhaps,  with  any  patronage  to  dispose  of, 
who,  if  appealed  to  on  the  ground  of  sympathy,  would  not 
think  the  case  of  the  one  wortliy  of  more  consideration  than 
that  of  the  other.  Do  not  even  governments  call  out  unmar- 
ried men  to  be  shot,  and  leave  the  heads  of  families  of  the 
same  age  at  home  ?  As  if  it  were  the  unmarried  who  had 
the  greatest  interest  in  the  preservation  of  the  State ! 

These  preferences  are  no  doubt  founded  on  a  natural 
sentiment,  and  cannot  be  altogether  abolished.  But  when 
they  are  given  in  an  unreasoning  and  indiscriminate' way, 
they  are  very  detrimental  to  the  interests  of  society,  and 
powerfully  contribute  to  fortify,  and  even  justify,  the  impru- 
dence in  respect  to  marriage,  which  it  is  so  greatly  the 
interest  of  society  to  discountenance.  Those  who  avail 
themselves  of  the  natural  feelings  of  society  to  undertake 
responsibilities  to  which  their  circumstances  are  not  equal 
are  simply  imposing  upon  society,  and  deserve  to  be  treated 
as  impostors.  If  it  is  impossible  to  punish  them  after  the 
act,  it  is  at  least  desirable  that  the  influence  of  an  enlightened 
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opinion  should  be  exerted  against  the  commission  of  such 
acts ;  and  it  is  especially  desirable  that  conduct  so  injurious 
to  the  common  interest  should  not  be  engaged  in  in  ignor- 
ance of  its  consequences  ;  that  the  offenders  should  be  limited 
to  those  who  are  wilfully  criminal.  When  this  is  so,  some 
sort  of  social  ostracism,  short  of  starvation,  may  be  devised 
to  visit  the  offence. 

The  conduct  of  society  though  far  too  lenient  to  the  kind 
of  improvidence  we  have  been  considering,  is  by  no  means, 
even  at  present,  entirely  favourable  to  it  In  this,  as  in  most 
matters,  different  sections  of  society  are  actuated  by  different 
principles,  and  there  is  no  great  uniformity  or  consistency  in 
its  behaviour.  However  much  sympathy  domestic  misfortune 
may  excite,  however,  there  is  one  thing  that  society  is  pretty 
unanimous  in  abhorring,  and  that  is  want  of  success.  If  a 
man  persists  in  being  unfortunate,  whether  from  an  impru- 
dent marriage  or  any  other  cause,  society  will  soon  begin  to 
discover  that  he  deserves  his  misfortunes,  and  even  his  friends 
will  tire  of  him.  There  is  thus  always  a  kind  of  punishment 
reserved  for  a  certain  proportion  of  detected  offenders,  though 
like  the  ruler  the  schoolmaster  was  in  the  habit  of  throwing 
at  random,  and  perhaps  like  the  sentences  of  criminal  courts 
generally,  it  is  apt  to  light  on  the  wrong  heads. 

It  has  been  observed  that  nature  powerfully  assists  those 
efforts  that  are  made  in  the  direction  of  the  true  solution 
of  the  problem  of  population.  The  forced  solution  of  in- 
voluntary parsimony  being  opposed  to  natural  instincts,  is 
liable  to  be  frustrated  by  them,  as  has  just  been  shown ;  and 
a  little  consideration  of  the  aid  which  nature  affords  to  the 
observance  of  a  due  mean,  according  to  the  state  of  society, 
in  the  time  of  marriage,  will  probably  confirm  the  view 
already  advanced,  that  the  tendency  to  violate  this  mean 
is  due  more  to  the  hazard  of  uncertainty  of  achievement 
than  to  mere  impatience  of  delay.  It  results  in  the  first 
instance  from   ignorance   and   misconception   of  the   whole 

state  of  the  case ;    from  a  want  of  perception  both  of  the 

2  s 
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magnitude  of  the  general  interests  involved,  and  of  the 
entire  harmony  and  accordance  between  these  and  the  real 
interests  of  the  individuals  immediately  concerned,  as  their 
own  reason  or  the  good  counsel  of  others  ought  to  represent 
them,  in  spite  of  the  temporary  illusions  of  passion;  and 
secondly,  from  the  false  relations  of  individuals  to  society 
already  produced  by  the  transgressions  due  to  this  want 
of  consideration. 

As  society  becomes  more  complex,  it  requires,  as  has  been 
said,  a  longer  training,  and  a  severer  as  well  as  a  more  varied 
discipline,  to  fill  any  place  in  it  with  honour  and  advantage. 
This  training  and  discipline  consist  not  merely  in  formal 
education,  whether  of  a  general  or  special  kind ;  in  the 
acquirement  of  elementary  knowledge,  whether  literary  or 
scientific,  or  technical  skill  in  trade  or  art.  They  consist 
also  and  specially  in  mental  discipline  and  experience,  in 
learning  to  know  ourselves  and  those  with  whom,  whether 
in  the  relations  of  friendship  or  rivalry,  we  must  come  in 
contact  However  the  sanguineness  of  youth  may  discount 
the  duration  of  this  discipline,  it  can  rarely  be  curtailed 
without  injury,  and  may  often  be  protracted  beyond  the 
average  requirement  with  advantage.  Though  differing  in 
kind  with  the  difference  of  sex,  it  is  equally  indispensable 
for  both,  and  perhaps  not  so  very  different  in  duration  as  the 
natural  precocity  of  the  female  sex  might  lead  us  to  suppose. 

The  period  of  this  apprenticeship  in  its  general  and  social 
aspects  is  the  period  of  highest  enjoyment  in  life.  It  is  the 
period  of  enlarging  views,  of  ripening  experience,  and  of 
buoyant  hopefulness.  To  curtail  this  period  by  a  premature 
entrance  on  the  cares  and  troubles  of  matrimony  is  of  itself 
to  sacrifice  no  inconsiderable  share  of  the  freshest  and 
keenest  pleasures  of  human  existence.  But  this  is  only  the 
beginning  of  the  life-long  penalty  which  follows  the  pre- 
mature assumption  of  such  serious  responsibilities.  Nothing 
tends  more  to  extinguish  all  the  finer  sensibilities  of  nature, 
and  to  degrade  and  vulgarize  the  character  of  man  or  woman 
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than  the  incessant  care  and  petty  pinching,  year  after  year, 
without  intermission  or  hope  of  end,  entailed  by  the  charge 
of  an  overgrown  family  on  narrow  means.  It  is  absurd  to 
suppose  that  even  parental  affection  can  stand  such  a  strain 
without  detriment  or  diminution.  Only  listen  to  the  tones 
of  a  mother  incessantly  worried  with  household  cares  as  she 
remonstrates  with  her  unruly  brood,  whose  contempt  for  her 
authority  betrays  their  want  of  discipline,  and  judge  if  the 
care  thus  distributed  would  not  have  been  more  tenderly, 
as  well  as  more  effectually  bestowed  on  a  smaller  number. 
Parental  care  and  discipline  of  the  highest  class  can  never  be 
bestowed  on  a  large  family  where  the  strength  of  the  parents 
is  taxed  with  the  physical  struggle  of  existence  ;  and  no  other 
training  can  ever  replace  these.  The  quiet  and  peace  and 
prosperity  which  might  have  been  enjoyed  with  a  small 
household,  and  the  higher  toned  affections  which  these  more 
favourable  circumstances  might  have  developed,  are  sacrificed 
to  the  greed  of  a  monopoly  of  reproduction  ;  and  when  this 
forced  brood  with  its  imperfect  training  has  to  be  disposed 
of,  the  weakness  of  parental  influence  is  again  apparent  in  the 
desperate  and  often  unsuccessful  struggle  to  secure  them  a 
reasonable  start  in  life.  Surely  if  the  rising  generation  is  to 
receive  adequate  care,  and  to  have  the  preliminary  difliculties 
of  life  smoothed  for  them,  it  becomes  a  matter  of  obvious 
policy  to  give  them  as  many  parents  as  possible  ;  and  the 
man  who  in  a  civilized  society,  where  there  is  already  a  felt 
pressure  of  population,  puts  himself,  at  a  crude  and  immature 
age,  in  the  way  of  having  a  family  like  a  backwoodsman 
deserves  the  contempt  of  all  sensible  people. 

When  the  marriages  that  anticipate  the  time  which  the  cir- 
cumstances of  society  assign  as  the  proper  mean*  become  more 

• 

•  In  speaking  of  a  mean  assigned  by  the  circumstances  of  society,  I  must  not  be 
understood  to  refer  to  an  ascertainable  mean,  capable  of  being  used  as  a  guide  by 
individuals.  The  mean,  as  already  indicated,  must  vary  with  every  class  or 
section  of  society,  so  that  it  can  only  be  approached  by  the  exercise  of  individual 
prudence,  supported  by  such  checks  as  society  in  its  various  sections  is  able  to 
enforce. 
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and  more  numerous,  it  necessarily  happens  that  the  time 
required  for  making  an  adequate  preparation  for  marriage 
becomes  more  and  more  protracted,  and  the  temptation 
to  transgress  the  line  of  prudence  becomes  increasingly- 
strong.  When  any  considerable  section  of  society,  accor- 
dingly, transgresses  the  proper  limit,  there  is  little  hope, 
except  by  extraordinary  measures,  of  the  limit  being  pre- 
served. Unfortunately,  the  only  extraordinary  measure  avail- 
able, that  of  constrained  celibacy,  has  a  powerful  reactive 
influence;  so  that  whatever  efficacy  it  may  have  in  a  limited 
section  of  society,  it  is  very  doubtful  if  it  can  ever  become 
efficacious  in  the  whole. 

Even  in  the  middle  class,  where  this  resource  is  most 
efficacious,  it  would  probably,  notwithstanding  the  strong 
motives  which  deter  these  from  over-population,  prove  un- 
availing without  some  collateral  aids,  which  as  they  are  not 
on  the  one  hand  of  a  strictly  moral,  nor  on  the  other  of 
a  positively  vicious  character,  may  deserve  to  be  called  in  a 
special  sense  the  economical  checks  to  population. 

Accurately  to  distinguish  these  checks  we  may  first 
separate  the  classes  who  are  uninfluenced  by  them.  These 
may  be  enumerated  in  three  divisions.  The  first  consists 
of  those  who  marry  without  regard  to  prudence ;  the  second 
of  those  who,  with  marriage  directly  in  view,  wait  out  the 
time  necessary  to  make  adequate  provision  for  it ;  the 
third  of  those  who,  whether  from  disinclination  or  the  diffi- 
culties of  the  undertaking,  deliberately  abandon  the  inten- 
tion of  it.  The  much  larger  number  of  those  who  do  not 
many,  do  not,  at  all  events  till  a  late  period,  deliberately 
abandon  any  thought  of  it  They  are  diverted,  either  from 
forming  the  intention,  or  from  executing  it,  by  collateral 
pursuits.  These  pursuits  may  in  a  small  number  of  cases 
be  of  a  kind  so  serious  that  a  strong  predilection  for  them 
might,  even  if  they  had  come  into  actual  collision  with  it, 
have  caused  the  design  of  marriage  to  be  abandoned  delib- 
erately;   but   in   a   much    greater   number   they   consist   of 
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passing  diversions  and  comparatively  trifling  tastes,  which 
would  never  be  put  in  competition  with  any  serious  design 
of  marriage ;  but  which  from  the  constant  occupation  of 
time  and  attention,  either  prevent  the  design  from  being 
formed,  or  from  not  being  perceived  to  interfere  with  it, 
are  suffered  gradually  to  dissipate  the  means  of  accomr 
plishing  it  where  it  exists. 

Some  of  these  pursuits  are  directly  collateral  to  the  object 
of  marriage  itself.  With  the  female  sex,  with  whom  this 
is  the  main  business  of  life,  they  are  nearly  always  so.  The 
love  of  dress,  of  finery,  of  entertainments,  have  all  a  relation 
to  this  end ;  though,  when  pursued  to  excess,  they  often 
hinder  its  accomplishment.  Moreover,  a  secondary  taste 
for  these  objects,  especially  for  the  attractions  of  society* 
and  of  gallantries  is  excited  for  its  own  sake,  and  such  a 
sphere  for  the  exercise  of  special  talents  is  reluctantly  aban- 
doned, even  though  it  is  known  that  to  fail  in  the  ultimate 
achievement  of  matrimony  will*  cover  with  ignominy  all 
previous  triumphs.  With  the  male  sex  also  the  expenses 
of  gallantry  form  a  large  item ;  but  an  equally  large  one 
is  constituted  by  the  compensations  rendered  necessary  by 
the  vexations  and  disappointments  of  the  pursuit. 

When  the  achievement  of  matrimony  becomes  a  race  or 
a  scramble,  it  is  either  the  more  unscrupulous,  or  the  more 
cool  and  calculating  who  must  ordinarily  succeed ;  and 
failure  is  by  no  means  a  conclusive  proof  of  demerit.  Yet 
the  bachelor  pursuits  that  often  come  in  as  a  substitute 
for  domestic  enjoyments  have  not  on  the  whole  an  improving 
tendency.  Women  more  frequently  console  themselves  with 
the  society  of  spiritual  guides,  and  in  the  active  pursuits 
of  benevolence.  But  a  man  may  be  a  respectable  and  use- 
ful member  of  society,  though  his  chief  amusements  are 
billiards,  beer    and   boon   companions ;    and   if  there  were 

*  I  do  not  speak  of  a  simple  love  of  social  intercourse,  which  in  no  way 
interferes  with  marriage ;  but  of  the  love  of  society  in  the  artificial  sense,  the 
society  whose  raison  ctUre  is  display  and  social  intrigue. 
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no  other  means  of  avoiding  the  horrors  of  over-population, 
it  would  be  desirable  to  innoculate  the  working  classes  with 
these  and  similar  innocent  tastes.* 

*  Since  writing  the  above  I  have  noticed  in  the  last  volnme  of  the  English  census 
for  1 87 1  some  remarks  by  the  Registrar-General  on  the  question  of  population. 
The  statistics  on  which  the  Registrar's  remarks  are  founded  do  not  appear  to  me 
to  be  sufficiently  fidl  or  accurate  to  bear  any  decided  conclusions.  I  quote,  how- 
ever, the  leading  points. 

Mean  age  at  marriage  : 

Bachelors  25.7,  total  men  27.S. 
Spinsters  24.3,  total  women  25.6. 

E^ht  in  ten  of  the  brides  and  bridegrooms  at  their  first  marriage  are  between 
the  ages  of  20  and  3a 

Of  100  men,  77  are  bachelors  between  20  and  25  years  of  age ;  39  between 
35  and  30 ;  23  between  30  and  35  ;  15  between  30  and  40  ;  12  between  40  and 
45  ;  the  proportion  of  bachelors  after  45  still  continues  to  diminish. 

For  every  wife  of  between  20  and  40  a  child  is  bom  every  2.8  years.  For 
every  hundred  wives  there  are  35.87  children  in  a  year;  for  every  hundred 
spinsters  and  widows  3.34.    To  45  wives  there  are  10  widows. 

The  first  thing  that  affects  the  value  of  these  statistics  is  the  want  of  complete- 
ness. The  records  of  marriages  are,  the  B^istrar-General  says,  for  nine-tenths  of 
the  population,  this  being  I  presume,  the  measure  of  efficiency  of  the  system  of 
registration ;  but  as  the  marriages  which  escape  the  registrar  are  precisely  those 
which  are  most  likely  to  have  been  formed  improvidently,  this  defect  in  the  record 
is  a  serious  one.  The  points  summarized  by  the  registrar  are  also,  as  already  said, 
too  vague  to  justify  any  decided  conclusions. 

The  R^fistrar-General  thinks  his  statistics  furnish  an  answer  to  those  who 
censure  the  people  for  their  early  marriages.  The  question,  he  says,  is  more  com- 
plicated than  is  commonly  supposed.  He  considers  that  he  makes  a  great  point 
against  the  Malthusians,  in  saying  that  all  late  marriages  tend  to  increase  the 
proportional  number  of  orphans.  He  also  observes  that  the  fertility  of  marriages 
is  determined  first  by  nature,  and  in  the  second  place  by  the  age  of  women  at 
marriage,  'as  is  erident  in  spite  of  all  controversy.' 

I  shall  make  some  observations  on  the  registrar's  summaries^  which  I  am  com- 
pelled to  take  as  I  find  them.  The  question  is  certainly  a  complicated  one ;  and 
it  is  unfortunately  much  more  complicated  than  the  registrar  imagines.  To  begin 
with  the  last  quoted  observation,  it  is  either  an  altogether  superficial,  useless  and 
irrelevant  one,  or  it  is  inaccurate  on  the  registrar's  own  showing.  I  should  have 
thought  that  the  age  of  the  husband  would  have  something  to  do  with  the  probable 
duration  of  the  marriage,  and  therefore  with  its  fertility ;  and  in  this  I  am  confirmed 
by  the  ten  widows  to  the  forty-five  wives,  but  the  question  of  much  greatest  im- 
portance is  how  the  age  of  women  at  marriage  b  determined  ;  and  if  the  r^:istrar*s 
statistics  indicate  anything  at  all  on  this  subject,  it  is  that  it  is  determined  by  the 
age  of  marriage  of  men. 

What  strikes  me  most  in  these  statistics  is  the  comparatively  high  average  of  the 
age  of  women  at  marriage  as  compared  with  that  of  men.  I  consider  25.6  a  veiy 
low  average  age  for  bachelors,  and  24.5  a  comparatively  high  average  for  spinsters. 
I  do  not  know  how  the  Registrar  •General  would  account  for  this ;  but  I  can  explain 
it  only  by  assuming  that  the  age  of  the  woman  is  to  a  large  extent  determined  by 
that  of  her  husband.    There  are  certain  anomalies  in  this  matter,  patent  to  common 
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Although,  however,  the  problem  of  population  presents  in 
the  case  of  the  working  classes  its  severest  aspects,  there  are, 
in  this  very  circumstance,  conditions  which  afford  ground  for 

observation,  which  require  to  be  explained  before  a  right  judgment  can  be  fonned  | 
but  the  general  question  is  sufficiently  simple.  Women  are  ready  to  marry  long 
before  twenty-four ;  they  are  commonly  willing,  and  they  have  not  usually  to  make 
preparation.  Why  do  they  not  marry  ?  The  answer,  I  believe,  will  be  found  to 
be  that  the  men  are  not  ready  for  them ;  have  not,  it  may  be,  reached  the  standard 
of  preparation  which  they  themselves  exact. 

In  middle  class  life,  the  standard  of  preparation  is  relatively  higher  than  among  the 
working  classes ;  and  this  produces  an  anomaly  which  seems  to  contradict  my 
inference,  and  to  confirm  the  view  of  the  Registrar- General ;  but  which,  when  rightly 
interpreted,  will  be  found  to  have  a  contrary  effect.  If  I  am  not  greatly  mistaken, 
the  average  difference  of  age  between  bride  and  bridegroom  is  much  greater  in  the 
middle  class  than  the  general  average  given  by  the  registrar ;  at  all  events  it  is 
certain  that  the  cases  are  very  numerous  in  which  the  difference,  instead  of  being 
comparatively  trifling,  is  very  great.  The  explanation  of  this  is  what  seems  at  first 
sight  altogether  fetal  to  my  conclusion.  The  age  of  a  man  when  he  seriously  con- 
templates marriage  does  not  seem  to  make  any  great  or  certain  difference  in  the  age 
of  the  woman  he  is  likely  to  fancy.  Indeed  it  is  far  from  obvious  that  the  di£ference 
is  always  in  the  same  direction.  A  maa  of  twenty-five,  whose  affections  were  free, 
would  perhaps  be  as  likely  to  fancy  a  woman  of  twenty-five  as  a  man  of  thirty }  and  a 
man  of  forty  would  perhaps  be  more  likely  to  fancy  a  woman  of  twenty  than  either. 

From  this  pectUiarity  in  the  disposition  of  the  male  sex,  I  believe  a 
distinct  law  may  be  obtained,  that  the  difference  in  the  age  of  husband  and 
wife  will  increase  in  an  increasing  ratio  to  the  age  of  the  husband,  when  mar- 
riage is  deferred  beyond  an  average  period.  This  would,  accordingly,  to  a  large 
extent  defeat  the  object  of  Malthusians,  if  that  object  were  to  promote  late  mar- 
riages. That  this  is  not  the  legitimate  object  of  Malthusian  doctrine,  I  have 
shown.  Really  late  marriages  have,  in  fact,  the  same  reactive  effect  as  enforced 
celibacy,  to  which  they  temporarily  correspond  i  and  do  not  afford  a  solution  of 
the  problem  at  all.  This  is  the  answer  to  the  triumphant  allegation  of  the  registrar 
that  late  marriages  tend  to  promote  orphanage.  The  observation  is,  to  begin  with, 
somewhat  superficiaL  Orphanage  is  determined  primarily,  not  by  the  age  of  con- 
tracting marriage,  but  by  the  age  of  ceasing  to  beget  children ;  and  the  question 
may  frequently  be  whether  it  is  better  for  the  orphan  to  belong  to  a  large  family, 
the  senior  members  of  which  are  struggling  into  life  with  inadequate  means,  or  to 
a  comparatively  small  family  with  a  comparatively  comfortable  position. 

The  proper  object  of  Malthusian  doctrine  is,  as  I  have  pointed  out,  to  promote  the 
general  observance  of  a  due  average,  and  thus  to  prevent  premature  marriages, 
which  are  the  fertile  source  of  over-pressure  of  population,  and,  therefore,  by  a 
necessary  consequence,  of  late  marriages.  Premature  marriages  are  also  a  direct 
cause  of  orphanage,  by  the  excess  of  care  and  exertion  which  they  entail  on  both 
parents  j  so  that  the  Registrar-General  has  both  classes  of  orphans  left  on  his  hands. 
It  is  this  that  constitutes  the  weakness  of  the  registrar's  summaries.  It  is  little  to 
be  told  the  average  age  of  marriage  without  being  told  how  the  average  is  produced. 
We  have,  indeed,  the  information  that  eight-tenths  of  the  bachelors  and  spinsters 
marry  between  the  ages  of  twenty  and  thirty  ;  but  this  limit  is  far  too  wide  to  be  of 
any  use.  What  we  require  to  know  is  how  many  marry  below  and  how  many 
marry  above  the  registrar's  average.  Considering  that  the  average  is  nearly  half- 
way between  twenty  and  thirty,  and  that  the  remaining  two-tenths  include  all  the 
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hope  not  only  of  a  satisfactory  solution  of  it  as  it  affects  them- 
selves, but  of  a  reflex  action  which  may  materially  alleviate 
the  difficulties  of  the  classes  above  them,  and  may  tend  to 
produce  a  settlement  of  the  whole  question  more  in  accord- 
ance with  the  stricter  conditions  of  morality  and  the  higher 
aspirations  of  human  nature. 

With  the  increase  of  leisure  a  higher  standard  of  taste  and 
social  refinement  will  gradually  extend  itself  among  the 
working  classes,  and  will  raise  the  scale  of  domestic  comfort 
demanded  by  them  as  a  condition  of  marriage.  This,  better 
than  any  other  collateral  tastes,  will  serve  to  delay  the  period 

abnormally  late  marriages,  we  may  safely  assume  that  by  &r  the  larger  proportion 
of  those  who  marry  between  twenty  and  thirty  marry  below  the  average  ;  and  as 
that  average  is  low,  we  may  also  assmne  that  all,  or  nearly  all  who  marry  below.it, 
marry  too  soon  for  the  interests  of  society,  and  generally  for  their  own.  If  we  add 
to  this  the  tenth  miaccounted  for,  we  shall  have  a  state  of  things  much  less  satis- 
factory than  the  registrar  complacently  imagines. 

In  order  to  make  the  comparison  between  the  numbers  of  bachelors  and 
married  men  complete,  it  would  be  necessary  to  have  the  numbers  of  those  who 
have  died  in  each  state  between  the  respective  ages,  as  well  as  6f  those  who 
survive ;  but  considering  the  difference  of  habits  in  different  sections  of  the  com- 
munity, and  the  small  number  whose  abstinence  from  marriage  can  be  regarded 
as  purely  voluntary,  I  think  12  per  cent,  between  40  and  45  a  pretty  large  propor- 
tion, and  as  indicating  somewhere  a  considerable  pressure  of  population. 

I  have  one  further  observation  to  make  before  concluding  this  note.  It  is  on 
the  extent  to  which  the  marriage  age  of  one  sex  affects  that  of  the  other.  When 
marriage  is  long  delayed,  the  direct  effect,  as  I  have  already  observed  is  broken ; 
and  the  reason  of  this  is  obvious,  the  early  attachment  is  either  not  formed,  or  is 
broken  through  by  the  adverse  force  of  circumstances ;  and  the  subsequent  choice  * 
is  more  arbitrary  in  respect  to  age.  In  middle  and  higher  life  there  are  compara- 
tively few  who  marry  from  early  choice  ;  that  is  to  say  from  the  strongest  predilec- 
tion of  their  earlier  years.  Among  the  working-classes  this  would  appear,  judging 
from  statistics,  to  be  comparatively  common ;  and  this  appears  to  explain  the  com- 
paratively late  marriages  of  women  as  compared  with  those  of  men.  Considering 
the  late  period  when  men  in  this  country  come  to  physical  maturity,  an  average 
age  of  25.7  for  ail  registered  marriages  of  bachelors  indicates  a  very  great  freedom 
in  marrying  in  a  large  part  of  the  community.  At  an  early  age  men  are  more 
likely  to  attach  themselves  to  women  near  their  own  age,  and  when  they  are 
waited  for,  the  average  age  of  marriage  of  women  is  raised. 

Dr.  Chalmers  speaks  of  the  high  preparation  formerly  demanded  in  Scotland, 
often  requiring  a  delay  of  years,  *  after  the  virtuous  attachment  was  formed.*  The 
last  phrase  suggests  a  consideration,  which,  though  it  may  seem  to  be  beyond  the 
range  of  an  economical  discussion,  is  of  great  importance  to  a  full  elucidation  of 
this  subject.  Natural  feelings  cannot  be  violated  with  impunity ;  and  although 
they  are  often  overlx>me  by  practical  interests,  it  would  be  vain  to  attempt  to 
establish  a  theoretical  standard  in  defiance  of  them.     When  the  standard  of  pre- 
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of  marriage  by  putting  a  higher  value  on  the  enjoyments  of 
the  domestic  state  itself,  which  will  necessitate  a  longer  and 
more  costly  preparation  for  it. 

This  advance,  so  far  as  it  goes,  will  merely  tend  to  assimi- 
late the  lower  to  the  middle  class ;  and  as  the  assimilation 
cannot  be  perfect,  it  will  only  tend  to  reproduce  at  a  dis- 
advantage the  "balancing  extremes  of  increased  celibacy  with 
a  large  proportion  of  premature  marriages  ;  the  latter,  which 
are  the  cause  of  the  whole  evil,  being  of  course  to  some 
extent  aggravated  by  the  increase  of  the  former.  At  present 
the  case  of  the  lower  classes  would  appear  to  be  less  com- 

paration  for  marriage  is  fixed  too  high,  as  it  often  is  in  the  middle  classes,  the 
strain  put  on  the  early  attachment  is  too  heavy ;  either  prudence  is  disregarded  and 
the  standard  is  violated,  or  the  yoke  is  slipt,  commonly  by  the  woman,  to  whom  the 
risk  attending  the  delay  of  marriage  is  a  matter  of  the  more  serious  importance  $  or 
the  risk  of  such  a  casualty  prevents  any  engagement  being  formed,  and  the  master- 
passion  passes  without  result.  These  results  are  the  cause  of  a  great  deal  of  mis- 
understanding and  dislike  of  Malthusian  doctrine,  which  undoubtedly  inculcates  a 
high  standard  of  preparation  for  marriage ;  though  they  are  due  to  the  violation 
rather  than  the  observance  of  it. 

If  the  charge  implied  against  Malthusianism  were  sound,  it  would  probably  be  fatal. 
Passion  is  not,  indeed,  all  that  its  votaries  imagine  it  to  be ;  but  it  is  too  much  to  be 
disregarded.  There  is  nothings  I  believe,  in  the  particular  attachment  of  one  man 
to  one  woman  beyond  the  general  attraction  between  the  sexes,  and  the  associa- 
tions of  casual  intimacy,  which  in  early  life  are  particularly  vivid.  Whoever 
imagines  that  his  mistress  in  particular  is  superior  to  all  other  women,  or  that 
there  is  peculiar  aptitude  in  the  nature  of  some  particular  woman  to  his,  which  can 
exist  in  no  other,  exposes  himself  to  a  deliberate  delusion,  and  would  probably 
have  cherished  the  same  fancy  in  regard  to  quite  a  different  woman  had  circum- 
stances thrown  him  equally  in  her  way.  But  the  associations  on  which  such 
illusions  are  founded  are  real  and  strong,  and,  especially  where  there  is  a  strong 
natural  affinity  between  the  parties  thus  thrown  together,  they  can  never  be 
replaced.  It  is,  accordingly,  a  matter  of  no  small  moment,  and  makes  no  trifling 
difference  in  the  happiness  of  a  man  or  woman,  whether  the  strongest  passion 
encountered  in  life  supplies  pleasing  or  painful  memories  for  the  future.  \Vhen 
the  standard  of  preparation  for  marriage,  accordingly,  is  placed  so  high  as  to  neces- 
sitate the  sundering  of  the  powerful  bonds  of  passion,  it  will  often  be  violated  ;  but, 
on  the  other  hand,  a  sufficiently  high,  but  not  unattainable  standard,  which  does  not 
preclude  the  formation  of  engagements,  or  render  fidelity  desperate,  will  find  a 
powerful  auxiliary  in  passion,  by  which  the  dependence  of  the  age  of  marriage  of 
the  sex  which  is  more  important  in  the  determination  of  population  upon  that  of 
the  sex  which  is  more  immediately  responsible  for  the  preparation,  will  be  more 
constantly  maintained. 

I  consider  it  highly  objectionable,  and  of  very  bad  example,  that  a  highly  placed 
official  should  make 'use  of  his  official  position  to  propagate  opinions  upon  opeh 
theoretical  questions  which  he  has  evidently  not  studied. 
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plicated  than  that  of  the  middle  class,  the  main  cause  of 
premature  marriages  being  merely  ignorance  and  want  of 
consideration.  When  the  additional  cause  of  a  serious  risk 
of  celibacy  is  added,  the  probability  is  that  the  temptations 
to  rash  marriages  might  still  over -balance  the  increased 
intelligence  and  greater  prudence  acquired  by  the  working 
classes,  in  which  case  these  advantages  would  be  speedily 
lost  But  against  this  there  is  a  special  provision*  The 
problem  of  population  concerns  the  working  classes  as  it 
concerns  no  other  class.  The  excess  of  all  other  classes 
gravitates  down  to  them ;  there  is  no  place  for  their  excess 
to  gravitate  to.  With  the  growing  progress  and  advancing 
intelligence  of  the  working  classes,  they  have  been  acquiring 
an  increased  sensitiveness  to  all  questions  that  bear  upon 
their  interests  as  a  class.  It  is  impossible  that  they  should 
continue  ignorant  and  ill-advised  upon  this  question ;  and 
with  the  diffusion  of  sound  information  on  it  will  come  the 
formatidh  of  a  firm  and  strong  public  opinion ;  firmer  and 
stronger  than  in  other  classes  in  proportion  to  the  more  vital 
and  imperative  nature  of  the  issues,  against  premature  mar- 
riages. I  do  not  point  to  anything  in  the  shape  of  bullying 
or  dictation,  still  less  of  legal  restriction.  In  proportion  as 
opinion  becomes  really  enlightened  it  becomes  mild  in  ex- 
pression ;  but  this  will  deprive  it  of  none  of  its  force.  Such 
a  public  opinion  is  a  necessary  consequence  of  the  advance 
of  the  working  classes  in  intelligence ;  and  its  formation  must 
in  many  ways,  both  moral  and  economical,  on  which  I  need 
not  dilate,  affect  not  themselves  only  but  the  whole  constitu- 
tion of  society. 

But  besides  the  contributions  it  makes  to  the  advance  of 
the  working  classes  in  leisure  and  power,  a  time  policy  has 
a  special  contribution  of  the  highest  importance  to  make 
to  the  solution  of  this  problem.  It  has  been  noticed  re- 
peatedly that  there  is  nothing  in  the  circumstances  of  the 
working  classes  to  correspond  with  the  upward  pressure  of 
these  classes  upon  the  middle  class  which  forms  so  powerful 
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a  check  on  population  in  that  class.  A  time  policy,  by 
placing  an  absolute  barrier  to  the  individual  power  of  rivalry 
and  competition,  supplies  the  necessary  check,  which  will 
prevent  the  efforts  of  the  wiser  and  better  part  of  the 
class  from  being  lost  through  the  unmanageable  refractori- 
ness of  the  more  grasping  and  selfish.  It  is  impossible  that 
a  country  in  which  the  hours  of  labour  are  moderate  can 
be  oppressed  with  population.  There  may  be  indiscretion 
in  the  direction  of  growth  ;  but  there  must  in  these  circum- 
stances  be  a  moderate  limit  to  its  amount,  and  where 
moderate  hours  of  labour  are  the  creation  of  the  working 
classes  themselves,  and  are  maintained  by  their  vigilance  and 
determination,  there  is  every  reason  to  hope  that  the  g^wth 
of  population  will  also  be  well  restrained  within  its  proper 
limits  without  the  assistance  of  those  formidable  auxiliaries 
misery  and  vice.* 

*See  also  on  Population  the  chapters  on  the  Growth  and  Limits  of  Production. 
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SOCIAL  ADVANTAGES  OF  RESTRAINING  POPULATION. 

THE  ends  of  providence  in  permitting  the  multiplication 
of  men  on  the  face  of  the  earth  are  beyond  our  scrut- 
iny ;  but  as  there  is  no  human  good,  we  may  be  well  assured 
there  can  be  no  higher  end,  in  multiplying  men  beyond 
the  means  of  subsistence.  However  much  the  actual  limits 
of  population  might  be  restricted  by  a  steadfast  perseverance 
in  the  aim  of  securing  the  highest  possible  standard  of  civiliza- 
tion and  comfort,  not  for  a  part  but  for  the  whole  of  every 
community,  that  aim  could  not  fail  to  be  a  legitimate  one, 
and  worthy  of  being  persevered  in  ;  but  there  is  no  reason  to 
suppose  that  there  would,  by  the  highest  possible  improve- 
ment of  a  community,  be  any  sacrifice  of  numbers  at  all. 
It  is  not  the  absolute,  but  the  relative  growth  of  population, 
that  it  is  desirable  to  check.  It  has  been  shown  that  in 
many  ways  a  too  rapid  production  defeats  itself,  and  fails 
to  minister  to  the  increased  comfort  of  the  community  ;  and 
what  is  true  of  the  production  of  commodities  for  human 
use,  is  no  less  true  of  the  production  of  human  beings 
themselves. 

It  is  not  the  actual  increase  of  production,  but  the  scope 
for  future  increase,  that  measures  the  power  of  providing  for 
future  numbers.  Actual  increase  brings  the  increase  of 
numbers,  but  does  not  necessarily  insure  a  provision  for  them. 
Thus  a  time  of  prosperous  trade  is  always  attended  with 
a  rapid  increase  in  the  number  of  marriages ;  and  when 
dull  trade  returns  the  families  that  have  thus  been  prema- 
turely formed  cannot  be  dissolved  again.  When  industry 
is  ruled  by  unrestrained  competition,  without  any  combined 
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action  for  the  common  good  of  those  upon  whom  falls  the 
burden  of  maintaining  it,  there  is  a  natural  tendency  for 
population,  like  other  kinds  of  production,  to  be  pushed 
to  the  verge  of  opportunity.  This  is  attended  with  a  host 
of  evils,  of  which  the  worst  is  the  want  of  adequate  pre- 
paration of  each  succeeding  generation  for  its  duties.  As 
long  as  the  pressure  of  population,  and  the  consequently 
inevitable  neglect  of  preparation  last,  society  goes  on 
degrading  itself  more  and  more  in  its  lower  ranks,  in  spite 
of  all  advances  made  in  these  above  them.  The  family  of 
an  over-wrought  and  under-paid  labourer  are  orphans  from 
their  birth.  Their  father  goes  to  work  in  the  morning  before 
they  have  risen  from  their  beds,  and  it  is,  perhaps,  fortunate 
for  them  if  he  returns  at  night,  jaded  and  fagged  and  out 
of  temper,  too  late  to  see  them.  The  over-toiled  mother, 
if  she  attends  to  their  material  wants,  has  a  sufficiently 
heavy  task,  and  one  in  the  performance  of  which  she  cannot 
be  over-nice  or  scrupulous.  Any  further  education  they  may 
receive  is  left  to  Providence,  which  has  a  terrible  way  of 
providing  lessons  for  human  guidance  out  of  human  neglect. 
Now  among  the  consequences  of  this  neglect  of  preparation 
is  an  enormous  waste  of  industrial  material,  resulting  from 
the  creation  of  a  population  unskilled  alike  in  producing 
and  consuming. 

Among  the  uses  of  leisure  to  the  working  classes,  that 
which  is  of  incalculably  the  greatest  importance  to  society 
is  the  creation  of  domestic  life  and  domestic  education,  the 
growth  of  a  population  which  is  the  result  of  the  careful  train- 
ing of  both  parents.  There  is  a  certain  value  in  a  public- 
school  training,  but  I  feel  assured  that  it  is  greatly  over- 
estimated by  the  popular  opinion  of  this  country.  All  real 
training  of  the  highest  class  is  from  individual  mind  to 
individual  mind,  and  there  is  nothing  to  hinder  this  training 
from  becoming  as  common  in  the  domestic  circle,  even  of 
the  labourer,  as  it  is  rare,  even  in  the  higher  classes,  but 
ignorance   of    its  value,   and   consequent  want  of    prepara- 
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tion  and  capacity  for  it  It  certainly  aflbrds  the  highest 
enjoyment  of  which  man  in  this  world  is  capable,  especially 
when  teacher  and  pupil  bear  to  each  other  a  relation  so 
tender  as  that  of  parent  and  child  ;  and  the  shifts  to  which 
even  the  most  domesticated  of  married  men  are  often  put 
to  kill  time,  is  a  just  penalty  for  the  neglect  of  their  most 
important  and  absorbing  duty.* 

The  question  of  women's  rights  is  simply  a  question  of 
celibacy.  That  it  is  so  is  proved  by  the  fact  that  it  is 
especially  a  middle  class  question.  The  women  of  the 
lower  classes  have  to  work  much  harder  than  the  women 
of  the  middle  classes ;  but  they  get  married,  hence  the  ques- 
tion of  women's  rights  does  not  concern  them.*}*    If  we  were 

*  One  thing  in  which  common  education  almost  necessarily  fails  in  a  large 
number,  perhaps  the  majority  of  cases,  is  in  awakening  early  enough  the  interest 
of  the  pupils.  This  caa  be  done  only  by  a  steadfast  attention  to  individual  idio- 
syncracies,  which  a  common  teacher  cannot  give.  Thus  there  is  always  a  large 
number  of  men  who  have  received  a  hxr  amount  of  elementary  instruction,  but 
who,  for  want  of  having  had  their  interest  really  excited  in  it,  enter  upon  life 
without  a  corresponding  supply  of  elementary  information,  and  without  the  mental 
discipline  which  the  due  acquisition  of  such  a  stock  of  information  would  have 
imparted.  No  external  parental  discipline  in  driving  the  pupil  to  his  tasks  will 
supply  the  place  of  real  tutorial  supervision,  by  which  difficulties  are  removed, 
method  imparted  to  study,  and  a  genuine  enthusiasm  for  the  acquisition  of  know- 
ledge is  imparted. 

t  It  may  seem  that  I  have  treated  the  question  of  women's  ri^ts  somewhat 
lightly  in  the  text.  I  should  be  glad,  however,  to  know  on  what  natural  founda- 
tion, further  than  the  social  and  industrial  derangements  to  which  I  have  alluded, 
the  whole  movement  rests.  It  is  claimed  that  women  are  quite  equal  in  their 
mental  capacities  to  men,  and  the  removal  of  any  obstructions  in  the  way  of  their 
exercising  the  same  political  rights  as  men,  or  of  following  any  calling  or  profession 
they  may  choose,  is  demanded  for  them.  Equality  to  men  in  physical  strength  is  ap- 
parently not  claimed  for  them  ;  and  accordingly  there  are  certain  professions  into 
which  their  most  ardent  advocates  do  not  contemplate  their  admission.  Neverthe- 
less,  if  experience  were  appealed  to,  as  much  evidence  might  be  found  in  favour  of 
their  capacity  for  the  one  class  of  professions  as  of  fhe  other.  Ariosto,  an  early 
advocate  of  women's  rights,  with  more  consistency  than  his  modem  successors, 
places  the  two  on  an  equality  : 

"  Le  donne  antiche  ban  mirabil  cose 
FatU  neir  anne  e  nelle  sacre  nmse." 

This  is  in  fact  the  only  legitimate  form  in  which  the  advocacy  of  equality  of  lights 
can  be  placed.  Physical  strength  is  an  essential  qualification  for  entering  without 
favour  on  the  struggle  of  life.  Women,  or  their  advocates,  may  affect  to  despise  the 
protection  to  which  they  are  entitled,  and  which  they  receive  from  men  on  account 
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to  have  an  increase  of  celibacy  among  the  lower  classes,  this 
question  would  assume  more  formidable  proportions.  In 
the  lower  class,  however,  there  is  the  corresponding  and 
weightier  question  of  women's  labour. 

In  one  very  important  respect  our  actual  organization  of 
labour,  as  already  noticed,  compares  unfavourably  with  the 
older  and  simpler  organization  which  preceded  the  free  use  of 
mechanical  powers  and  appliances.     There  was  in  the  former 

of  their  weakness  ;  but  all  experience  proves  that  this  protection  is  indispensable  to 
their  well-being,  and  to  the  healthy  development  of  their  nature.  Previous  to  the 
women's  right  movement  it  was  considered  that  the  degree  in  which  this  protection 
was  afforded  was  one  of  the  surest  tests  of  a  sound  civilization,  and  of  a  healthy 
moral  state  of  society.  What  if  in  the  most  advanced  societies  some  women  are, 
unfortunately,  owing  to  the  imperfection  of  the  organization  of  society,  deprived  in 
great  measure,  or  even  altc^ther,  of  the  benefits  of  the  protection  afforded  to  their 
sex  ?  Is  this  a  reason  for  depriving  all  women  of  them  ?  It  is  plain  that  this  is 
what  asserting  for  women  equality  of  rights  and  privileges,  of  political  and  social 
standing  with  men,  implies.  A  fair  field  and  no  favour,  is  all  that  either  political, 
social,  or  industrial  life  can  afford  to  those  who  claim  to  enter  it  on  an  independent 
footing.  And  it  is  equally  clear  that  every  approach  to  the  claim  of  independence 
must  tend  to  limit  and  lessen  the  claim  of  protection.  The  two  are  throughout  their 
entire  extent  incompatible  with  each  other.  It  is  for  this  reason,  rather  than  from 
any  change  of  sentiment  towards  her,  that  a  woman  who  is  compelled  to  earn  her 
maintenance  is  actually  exposed  to  the  full  brunt  of  competition.  It  is  certainly 
right  that  a  woman  when  placed  in  such  circumstances  should  have  the  same 
privileges  as  those  with  whom  she  competes,  as  far  as  it  is  possible,  without  inter- 
fering with  the  general  priviUges  of  her  sex^  to  give  her  them.  This,  however,  is 
very  far  from  being  the  extent  of  the  women's  right  claim.  It  makes  no  reserva- 
tion of  the  privileges  of  the  sex,  and  in  claiming  for  women  special  education  for 
any  occupation  they  may  be  disposed  to  enter,  it  expressly  renounces  these 
privileges.  It  affects  not  only  the  women  who  are  unfortunately  placed  beyond 
the  reach  of  protection,  but  the  whole  sex.  To  remove  obstacles  out  of  the  way 
of  those  who  happen  to  be  abnormally  situated  is  one  thing  ;  deliberately  to  pre* 
pare  women  to  occupy  abnormal  positions  is  another. 

When  a  claim  to  equality  is  advanced  on  this  footing,  it  is  fairly  tested  by  the 
capacity  of  women  for  the  army  and  navy.  And  where  is  the  evidence  of  that 
mental  equality  on  which  these  claims  are  so  confidently  rested  ?  I  grant  that 
women  are  quite  equal  to  men  in  intellectual  receptivity,  and  that  it  is  perfectly 
possible  to  educate  them  up  to  the  actual  state  of  any  science,  no  matter  how  ad- 
vanced, provided  the  training  apparatus  be  adequate  ;  but  what  is  the  result  of  the 
training  ?  Where  are  the  powers  of  origination  and  elaboration  that  naturally 
distinguish  the  intellectual  capacities  of  men  ?  I  believe  that  experience  will  be 
appealed  to  in  vain  for  the  evidence  of  their  existence.  Nor  can  it  be  said  that 
this  is  to  be  explained  by  want  of  opportunity.  If  all  the  men  who  rise  to 
eminence  in  science,  in  literature,  and  in  art  had  been  trained  in  universities  this 
might  be  said  with  some  show  of  reason.  But  what  is  the  fact  ?  That  superior 
intelligence,  when  it  is  found  in  men  of  any  class,  breaks  through  the  bonds  of 
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arrangement  a  large  amount  of  conservative  and  productive 
labour  of  an  essentially  domestic  character,  which  naturally  fell 
to  the  share  of  the  women,  and  profitably  occupied  their  time 
without  interfering  with  their  position  in  the  centre  of  the 
social  and  domestic  circle.  Mechanical  appliances,  and  even  the 
concentration  and  division  of  labour,  have  been  constantly  en- 
imperfect  education  and  even  of  deficient  leisure,  and  creates  an  education  out  of 
whatever  materials  are  at  hand.  Women  acquire  as  freely  as  men  the  rudiments 
of  knowledge  that  are  necessary  to  self-education.  During  the  earlier  period  of 
life  up  till  marriage,  unless  engaged  in  productive  labour,  they  have  commonly 
more  leisure  than  men.  This  is  the  period  when  the  greatest  achievements  of 
self-education  are  made.  How  many  men  are  there,  apart  from  the  examples  of 
high  original  genius,  who  raise  themselves  during  this  period  to  a  degree  of  com- 
petence either  in  general  or  in  special  knowledge,  such  as  no  mere  university  train- 
ing  could  confer  ?  Where  are  the  examples  of  similar  achievements  among  women  ? 
If  they  were  as  conmion  as  among  men,  there  would  be  no  need  to  agitate  for  the 
opening  of  universities  to  them.  They  would  long  since  have  taken  them  by 
storm.  But  if  these  instances  do  not  exist,  the  outcry  for  a  formal  training  to  fit 
women  for  male  professions  is  nothing  but  a  piece  of  mawkish  sentimentality.  We 
may  take  even  stronger  ground,  and  come  closer  to  the  pursuits  of  women. 
Women  are  very  commonly  taught  the  rudiments  of  music,  and  many  of  them 
receive  a  very  careful  and  elaborate  training  in  it  We  have  accordingly  com* 
petent  female  musical  editors ;  but  where  are  our  great  female  composers  ?  Is  it 
that  women  are  taught  too  mechanically  ?  or  that  they  are  not  mechanically  enough 
instructed  in  the  rules  of  counterpoint  ?  But  why  do  they  not  break  through  the 
trammels  of  their  formal  education,  and  supplement  it  by  their  own  studies  and 
inquiries  as  men  in  such  circumstances  naturally  do?  Women  also  frequently 
learn  painting,  and  we  have  one  Rosa  Bonheur.  In  science  we  have  one  Mrs^ 
Sommerville,  and  it  may  be  doubted  if  even  she  can  lay  claim  to  more  than  a  high- 
class  receptivity.  If  I  am  told  of  the  women  who  have  lectured  in  Italian 
universities,  I  ask.  Where  are  the  memorials  of  their  achievements  ?  What  branch 
of  knowledge  has  been  advanced  by  their  original  genius  or  elaborative  zeal  ? 
Religion  has  had  its  female  martyrs  ;  where  are  the  female  martyrs  of  science  ? 
And  even  in  Italian  literature,  what  are  the  achievements  of  women  compared 
with  those  of  our  own  literature  I  If  women  have  had  greater  scope  in  Italy, 
accordingly,  the  argument  does  not  appear  to  be  fortiBed  by  the  circumstance.  We 
have,  indeed,  many  admirable  female  writers  of  fiction,  and  as  women  judge  and 
reason  by  their  perceptions  and  feelings,  this  is  the  department,  where,  if  any- 
where, they  might  be  expected  to  excel. 

Women,  it  is  true,  educate  themselves  during  the  proper  period  of  life  as  well 
as  men,  and  in  their  proper  sphere  are  no  more  dependent  on  formal  educatioD 
than  they  are.  The  more  intelligent  among  them,  as  well  as  among  men,  often 
attain  high  results  fi-om  slender  means.  But  they  educate  themselves  in  a  womanly 
way.  It  is  not  a  young  woman  left  to  herself  that  will  aim  at  becoming  a  citizen 
of  the  world.  She  may  show  a  reasonable  curiosity  about  male  speculations  and 
pursuits,  but  her  main  ambition  will  be  to  acquire  the  arts  of  pleasing  or  attracting  ; 
the  graces  and  accomplishments  of  life.  Influence  in  every  form  she  will  naturally 
covet,  and  will  exercise  and  strengthen  those  powers  of  domestic  diplomacy  and 
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croaching  more  and  more  on  this  sphere  of  domestic  industry ; 
so  that  home  labour  of  a  productive  kind  is  either  restricted 
to  the  ornamental,  in  which  it  is  commonly  inferior  to  the 
products  of  professional  art,  or  has  come  to  assume  the  char- 
acter of  an  elaborate  idleness. 

On  the  other  hand,  the  services  required  by  the  processes 

intrigue  by  which  she  means  to  bind  her  future  lord  in  invisible  chains.    1  have 
often  been  surprised  that  women  have  not  been  selected  as  ambassadors.    This  is  a 
career  that  might  afford  some  legitimate  arguments  to  the  advocates  of  women's 
rights.    Those  who  insist  upon  giving  a  male  education  to  women  seem  to  forget 
that  there  is  a  proper  female  education,  and  that  this  education  absorbs  the  time 
of  the  woman  quite  as  much  as  his  special  training  does  that  of  the  man.    A 
woman,  therefore,  cannot  have  both  educations  ;  if  she  phooses  the  one  she  must 
forego  the  other.    And  if  she  chooses,  or  has  chosen  for  her,  an  education  which 
tends  to  unsex  her  mind,  or  even  her  habits,  she  necessarily  diminishes,  or  foregoes, 
her  prospect  of  pleasing  the  opposite  sex.     Such,  however,  is  the  perversity  of 
human  affairs,  that  though  it  is  certain  that  all  women  will  not  attain  their  natural 
vocation,  we  cannot  determine  beforehand,  even  by  stinting  them  in  natural  attrac- 
tions, who  are  to  be  the  inevitable  victims.    Even  personal  appearance  affords  no 
criterion.    The  plainest  girl  may,  in  a  sympathetic  nature,  possess  secret  attractions 
unknown  to  the  beauty  ;  while  the  latter,  surrounded  by  desperate  admirers,  may 
overdo  her  market,  and  fail  as  ignominiously  as  the  most  despised  of  her  rivals- 
Are  we  then  to  sacrifice  the  womanly  attractions  of  the  sex  in  order  to  provide  for 
the  comparatively  small  number  of  inevitable  failures?    It  is  not  only  theorists, 
but  even  parents  of  an  over-prudential  turn  of  mind,  who  frequently  err  in  this 
matter.    In  preparing  their  daughters  for  the  possible  contingency  of  having  to 
support  themselves,  they  often  do  all  in  their  power  to  doom  them  to  that  fate,  by 
depriving  them,  as  far  as  training  can  do  so,  of  their  legitimate  sources  of  attraction. 
Even  if  all  that  the  most  extreme  advocates  of  women's  rights  claim  for  their 
capacity  could  be  borne  out,  such  an  education  as  is  proposed  for  them  would  be  a 
social  calamity  of  the  greatest  magnitude.    If  women  do  not  exist  naturally,  by  all 
means  let  us  endeavour  to  produce  them  artificially,  or  maintain  the  delusion  that 
they  do  exist  as  long  as  possible.    Fancy  an  artist  married  to  a  competent  and  im- 
partial  art  critic,  or  a  philosopher  to  a  philosopher  of  equal  genius  and  of  a  rival 
school.    No  !  the  artist  vexed  by  impartial  criticism,  as  every  artist  not  of  the  very 
highest  class  must  often  be,  is  soothed  and  consoled  by  the  ignorant  admiration  of 
his  wife ;  and  when  the  mental  fibre  of  the  philosopher  is  worn  out  with  the  conflict 
of  opinion,  it  will  not  restore  vigour  and  cheerfulness  to  his  mind  to  have  his  most 
cherished  convictions  dangerously  assailed  at  the  domestic  hearth.    Where  then  are 
we  to  find,  without  natural  subjection  and  honest  receptivity  of  intellect,  that 
wonderful  harmony  of  sentiment  by  which  the  quiet,  placid,  and  tranquil  inter- 
course of  domestic  life  is  to  be  maintained  ?    And  if  women  are  to  be  trained  for 
domestic  life,  they  must  have  a  female  education.    It  is  of  more  importance  to  a 
woman  to  play  the  piano  than  to  l)e  a  proficient  in  geology,  and  a  woman  who 
sings  is  worth  a  thousand  women  who  understand  Euclid.   As  all  experience,  then, 
is  in  favour  of  the  duality  of  the  sexes,  I  do  not  think  it  is  any  exaggeration  to  say 
that  strong  minded  women  are  merely  disappointed  women,  or  the  dupes  of  disap- 
pointed women,  and  that  their  sympathizers  of  the  other  sex  are  enraged  {enra^is) 
revolutionists. 

2   T 
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of  mechanical  production  have  created  a  large  demand  for 
labour  of  the  cheapest  kind ;  and  as  the  labour  of  women, 
and  especially  of  children,  is   always  cheaper  than  that  of 
men,  this  demand  encroaches  severely  upon   the  claims  of 
education  and  domestic  life.     Now  the  mode  of  estimation 
of  the  value  of  labour  which  proceeds  exclusively  from  the 
point  of  view  of  industrial  competition  is  certainly  a  false 
one ;   and  whatever  the  extreme  advocates  of  competition 
may  say,  this  has  been  acknowledged  in  our  own  legislation. 
It  is  very  difficult  to  say  how  a  tendency  so  adverse  to  the 
domestic  character  of  the  working  classes  ought  to  be  dealt 
with.    We  cannot  roll  back  the  tide  of  civilization,  and  con- 
tent ourselves  with  barbarous  processes  of  manufacture  in 
order  that  domestic  industry  may  not  be  interfered  with  ; 
and  with  the  free  use  of  mechanical  appliances  we  cannot 
stop  the  demand  for  cheap  labour.     It  is  very  desirable,  how- 
ever, that  that  demand   should  be  restricted   in  every  way 
possible ;    and  it  probably  will    be  considerably  restricted 
by  the  abatement  of  the  rage  of  competition,  and  the  estab- 
lishment of  a  higher  standard  of  industrial  excellence  ;  and 
possibly  some  new  cycle  of  improvements  may  restore  to 
domestic  industry  a  portion  of   its  relative  productiveness. 
Whatever  may  be  the  amount  of  the  demand,  now  or  here- 
after, one  position  may  be  laid  down  without  qualification : 
that  whatever  may  be  the  view  of  the  competitive  producer, 
no  labour  will  ever  be  cheap  to  society  that  interferes  either 
with  education  or  with  domestic  duty  or  enjoyment 

A  too  narrow  and  materialistic  view  of  what  constitutes 
profitable  occupation  is  liable  to  be  taken  even  by  intelli- 
gent social  economists.  There  is  a  period  in  the  life  of 
women  of  the  middle  and  higher  classes,  between  the 
close  of  formal  education  and  the  time  of  marriage,  when 
there  is  an  amount  of  leisure,  and  a  freedom  from  absorbing 
occupations,  such  as  is  enjoyed  at  no  other  period  of  life. 
Those  who  are  in  the  habit  of  lamenting  the  apparent  idle- 
ness of  this  period,  will  no  doubt  think  it  a  fortunate  arrange- 
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ment  for  the  working  classes  that  their  young  women  can 
spend  this  period  in  productive  labour.  The  benefit  of  the 
arrangement  is,  however,  somewhat  doubtful.  Without 
noticing  the  opposing  materialistic  consideration  of  loss  of 
domestic  experience,  which  is,  however,  of  vital  importance 
in  social  economy,  there  is  a  heavier  loss,  estimated  by  the 
true  economy  of  nature,  of  moral  influence.  It  is  at  this  time 
that  a  woman  sheds  around  her,  on  old  and  young,  the 
genial  influence  of  her  attractions.  She  creates  society  in 
one  of  its  most  important  phases,  and  is  its  highest 
ornament.  With  the  married  woman,  society  can,  or 
ought  to  be,  only  a  secondary  consideration ;  of  the 
unmarried  it  is  the  legitimate  sphere.  The  just  and  proper 
business  of  a  woman  also  at  this  period  is  to  secure  a  settle- 
ment for  life  ;  and  whatever  interferes  with  the  most  advan- 
tageous mode  of  doing  this,  if  not  imposed  by  necessity  or 
higher  duty,  is  likely  to  prove  a  sacrifice  of  permanent  to 
temporary  interests.  Now  absorbing  or  exhausting  industrial 
pursuits  disqualify  for  society  and  check  the  natural  buoyancy 
and  light-heartedness  of  youth,  upon  which  so  much  of  the 
attractiveness  of  this  period  in  either  sex  depends.  It  is  also 
apt  to  breed  an  over-eagerness  for  a  settlement ;  while  it  does 
not  necessarily  afford  the  most  advantageous  opportunities  of 
making  it 

It  is  not  to  be  wished  or  expected  that  the  society  of  the 
working  classes  should  be  a  copy  of  the  society  of  the  classes 
above  them ;  but  if  they  are  to  have  society  at  all,  their 
women  must  be  domesticated,  and  must,  especially  at  an 
early  age,  have  a  fair  amount  of  leisure,  which  with  their  sex 
is  as  necessary  to  refinement  as  with  the  other  sex  to  mental 
cultivation.  The  natural  position  of  the  sexes  is  assigned  by 
their  physical  and  mental  peculiarities,  and  these  prescribe  to 
man  as  his  proper  sphere  the  business  of  society  in  all  its 
departments,  and  to  woman  the  social  and  domestic  circle. 
It  will  say  little  for  the  progress  of  civilization  and  the 
application  of  science  to  industry  if  their  result,  instead  of 
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being  to  counteract  the  violations  of  the  natural  law  due  to 
the  early  struggles  of  society,  is  so  to  confirm  or  increase  them, 
as  permanently  to  limit  the  attainment  of  the  ideal,  which 
contains  the  highest  and  most  profitable  form  of  co-operation, 
to  a  small  fraction  of  society.  It  is  true,  nature  has  here,  as 
in  most  cases,  drawn  no  absolute  limit ;  and  I  shall  not 
attempt  to  do  what  she  has  omitted.  It  may  as  a  general 
rule  be  considered,  however,  that  the  limit  is  over-passed 
when  female  labour  is  put  into  direct  competition  with  male 
labour.  In  a  healthy  state  of  society,  those  occupations, 
whether  of  an  industrial  or  a  higher  kind  for  which  women 
are  naturally  better  adapted,  would  probably  afford  sufficient 
employment  for  the  women  who  were  compelled  to  earn  their 
own  bread.  But  the  great  sphere  of  woman  must  always  be 
domestic  life  ;  and  the  less  she  is  withdrawn  from  it  the 
better.  Leaving  out  the  most  permanent  and  urgent  cause, 
pressure  of  population,  the  competition  of  male  and  female 
labour  appears  to  have  arisen  mainly  in  two  ways,  either  from 
oppression,  due  to  ignorance  or  contempt  of  the  true  rights  of 
woman,  or  from  the  natural  accidents  of  society,  such  as 
celibacy,  widowhood,  or  loss  of  natural  guardians. 

Fortunately  the  charge  of  representing  the  higher  moral 
and  social  interests  of  society  in  this  matter,  as  opposed  to 
lower  or  directly  industrial  interests,  is  in  the  best  hands  in 
which  it  could  be  placed.  The  interest  of  the  producer  in 
cheap  labour  can  only  prevail  over  the  higher  interests  of 
education  and  domestic  life  through  the  fault  of  those  who 
have  charge  of  these  interests.  The  man  who  has  married 
prudently,  who  has  a  moderate  family  and  competent  means 
to  support  them,  will  not  sacrifice  the  education  of  his  sons 
or  the  position  of  his  daughters  for  the  paltry  earnings  they 
might  bring  him.  Every  improvement  in  the  condition  of 
the  working  classes,  which  may  result  from  the  just  econo- 
mical administration  of  their  affairs,  will  rai^  some  of  them 
above  the  necessity  of  sacrificing  higher  to  lower  interests ; 
and  th€re  ^eems  no  good  ground  for  setting  any  limit  to  the 
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possible  extent  of  improvement.  The  reclamation  of  the 
pauper  and  criminal  classes,  which  will  follow  upon  econo* 
mical  improvement,  will  of  itself  afford  a  vast  source  of  relief. 
Premature  labour,  which  interferes  with  the  health  and  educa- 
tion of  children,  must  in  all  cases  be  a  source  of  loss  to  society, 
and  every  diminution  of  it  must  accordingly  be  a  gain.  If 
non-domestic  female  labour  cannot  altogether  be  avoided,  it 
will  at  least  be  a  legitimate  effort  to  reduce  it  to  such  cases  as 
may  arise  from  natural  accidents  in  a  society  not  oppressed  by 
numbers. 

The  progress  of  improvement  will  ultimately  necessitate 
the  removal  of  legislative  restrictions  upon  labour,  and  the 
surrender  of  the  entire  control  of  the  industrial  interests  not 
only  of  labourers  themselves,  but  of  their  families,  to  their  own 
charge.  Not  until  this  is  done  will  labour  be  free ;  not  till 
then  will  it  be  able  to  develop  itself  according  to  natural  laws, 
in  accordance  with  the  real  wants  of  society  and  of  the  indi* 
vidual.  We  have  not  yet  reached  this  stage  of  improvement, 
and  before  we  can  make  any  approach  to  it  a  simpler  and 
more  effective  policy  must  be  adopted  by  the  associations  of 
labourers,  and  in  effecting  this  improvement  the  whole  of  the 
artificial  restrictions  of  trades  unions,  affecting  the  liberty  of 
labourers  to  bring  the  quality  of  their  labour  into  free  com- 
petition, and  of  employers  to  reward  it  according  to  their 
sense  of  its  worth,  ought  to  be  swept  away  as  so  much 
antiquated  rubbish.  It  has  been  my  aim  in  this  Part  to  ex- 
pound the  principle  and  the  means  of  applying  such  a  policy. 

My  task  is  now  finished,  and  it  only  remains  to  add  some 
closing  remarks  upon  the  connection  between  the  theoretical 
and  the  practical  part  of  this  work ;  upon  the  relation  of  the 
former  to  the  doctrines  of  Political  Economy  in  general,  and 
of  the  latter  to  the  progress  of  human  society. 

Every  doctrine,  whether  true  or  false,  has  its  practical 
applications ;  and  all  sound  practice  is  explicitly  or  implicitly 
the  result  of  sound  doctrine.  I  have  given  this  work  a  theo- 
retical title,  because  the  practical  conclusions  at  which  I  have 
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arrived  are  the  result  of  theoretical  reasoning  on  the  circum- 
stances ;  but  because  I  am  convinced  that  the  value  of  all 
such  reasoning  depends  on  the  sufficiency,  as  well  as  the 
accuracy  of  the  facts  on  which  it  is  based,  I  have  endea- 
voured as  much  as  possible  to  restrict  my  inquiry  to  the 
particular  classes  of  circumstances  which  have  given  rise  to 
it,  and  upon  which  its  practical  bearings  more  immediately 
depend.  It  is  needless  to  say,  however,  that  all  the  circum- 
stances of  human  life  are  inter-related  and  inter-dependent ; 
and  that  it  is  impossible  to  controvert  an  established  doctrine 
of  social  or  political  science,  or  to  propound  a  new  one,  with- 
out affecting  the  whole  relations  of  existing  doctrines,  and 
that  this  accordingly  cannot  be  safely  or  reasonably  done, 
.without  passing  all  the  leading  doctrines  affected  in  review, 
in  order  to  test  the  new  doctrine  by  its  destructive  effects  on, 
or  powers  of  assimilation  with  the  old,  and  to  give  some  con- 
ception of  the  new  harmony  it  is  proposed  to  establish  in 
place  of  that  which  is  to  be  destroyed.  This  has  been  the 
aim  of  the  first  part  of  this  treatise,  and  I  wish  to  guard 
against  the  supposition  that  I  have  intended  to  treat  ex- 
haustively of  any  of  the  topics  thus  incidentally  introduced. 
It  has  appeared  to  me  that  in  the  treatment  of  Political 
Economy  by  the  orthodox  school  of  English  economists 
in  particular,  it  has  been  regarded  too  exclusively  as  a 
science  related  to  the  production  and  accumulation  of  wealth ; 
and  that  distribution,  and  especially  consumption,  the  end  of 
all  production  and  accumulation,  have  been  treated  too  much 
in  relation  and  subordination  to  these  processes,  which  are 
simply  the  means  of  providing  for  consumption.  I  have, 
accordingly,  endeavoured  to  put  in  outline  some  of  the  leading 
laws  by  which  consumption  is  determined,  and  to  examine 
their  effects  upon  the  production,  distribution,  and  accumula- 
tion of  wealth,  as  well  as  upon  the  validity  of  the  doctrines  by 
which  these  processes  are  commonly  supposed  to  be  deter- 
mined. I  have  indicated  the  general  corrections  of  doctrine 
to  which  this  wider  view  of  the  circumstances  and  mere  direct 
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View  of  the  end  of  economy  appear  to  me  to  lead.  But  instead 
of  pursuing  the  inquiry  exhaustively  into  the  merely  specula- 
tive doctrines  of  economy,  I  have  directed  it  mainly  towards 
certain  questions  of  the  highest  practical  importance,  upon 
which  it  appears  to  me  that  the  accepted  doctrines  of  the 
science  not  only  fail  to  afford  true  guidance,  but  throw  a  false 
light,  and  hence  inculcate  principles  of  action  entirely  the 
reverse  of  what  the  interest  of  society  and  the  true  nature  of 
the  questions  demand.  Of  these  questions  the  two  principal 
are  the  commercial  interest  in  relation  to  competition,  and 
the  industrial  interest  in  relation  to  the  disposal  of  the  time 
of  hired  labourers.  Both  of  these  interests,  as  well  as  the 
interest  of  society  in  both,  appear  to  me  to  suffer  from  mutual 
misconception.  Commercial  crises  and  strikes  are  opposite 
reactions  against  common  faults  and  errors ;  and  the  cure  of 
the  one  carries  with  it  the  cure  of  the  other.  This  cure,  I 
have  endeavoured  to  show,  rests  in  restoring  to  labourers  a 
natural  right  of  which  they  have  been  indirectly  and  incident- 
ally deprived,  and  the  deprivation  of  which  has  destroyed  the 
balance  of  the  industrial  organization,  exercised  a  disastrous 
influence  on  the  distribution  and  consumption  of  wealth,  and 
introduced  elements  of  uncertainty  and  periodical  panic  into 
its  production  and  distribution.  If  the  principles  here  laid 
down  are  correct,  the  remedy  for  these  evils  rests  with  the 
labourers  themselves,  and  nothing  more  than  a  virtuous  deter- 
mination on  their  part  is  needed  to  give  us  what  will  be  the 
crowning  achievement  of  a  perfected  social  organization,  a 
working-class  aristocracy.  If  such  a  result  may  fairly  be 
anticipated  from  the  adoption  of  a  time  policy,  the  incul- 
cation of  this  policy  is  the  gospel  of  labour. 
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